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I 

I 

Dlatakas, particulvxly in th* fiald o£ vertical risinga 
and short runways or runways not exceeding two thousand feet. 

MR. WINER I It is Stipulated in this ease ~ 

THE COURT: Please. 

I 

MR. WINER: May I open south or — nothing? 

THE COURT: You are insulting and isipertinent . 

YOU have opened your BK>uth when you shouldn't have, and when 
you do so you do it iaipertinently . 

MR. WINER: I don't think so. I don't awan to 
he impertinent. 

THE COURT: YOU nay make any objection you wish 
on the record as a lawyer should. 

MR. WINER: I have made an objection and I would 
like now to -- 

THE COURT: I overruled your objection and I do 
not take arguments on rulings on evidence. I told you that 
before . 

MR. WINER: I would like to SMke a ooaaaent not 
on the ruling on evidence, but on the stipulation of facts 
in this case. 

THE COURT: You may do so. 

MR. WINER: That is what I am trying to do. 

THE COURT: You may do so. 

MR. WINER: It is Stipulated in the stipulation 
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issued in connection with the acquisition of the assets of 

I 

Vertol; 23,782 shares being the shares which would be issued 
to Vertol eeployees in connection with the stock option 

I 

granted to then by Vertol prior to the acquisition) giving 
a product of $15,895,748. 

•Froa this figure was subtracted $644,514, which 
was the anount Boeing would receive upon the exercise of the 
Vertol stock options, and that left an asiount of $15,251,234, 
which was rounded off to $15,250,000.” 

THE COUKTj We had that, and the president 
testified, and I am not sure whether the other witness, the 

accountant testified that by assets it included the organise-! 

] 

tion and the setup and the know-how. j 

MR. WIMER: Do you think yon can find the ques- 
tion, Mr. Reporter, before his Honor's first question? l 
don't know where we left off. 

THE COURT: Suppose we take a recess -now. it is 
Minutes to one. How long do you gentleeen want for 
lunch today? 

MR. GILLESPIE: He have one witness which I think 
will take about ten einutes, which will finish us. I don't 
know how much longer Mr. Winer expects to take. Up to this 
point I have no cross -exaadna tion. 

THE COURT: I regard this witness as very 
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AFTERNOON SESS ION 


(2.00 p.m.) 


SAMUEL PIVAR, resumed. 

THE COURT: All right, you may proceed. 

DIRECT EXAMINATION (Continued) 

BY MR. WINER: 

Q Assume, Mr. Pivar, the anti-dilution clauses 
which are in this indenture which you have read, and assume 


further that the corporation, Boeing, treated the Vertol 


acquisition for bookkeeping purposes on a pooling of 
interests oasis. 

Would it be the duty of the accountant to 
determine whether the corporation has established a fair 
value for purposes of the anti-dilution provisions in the 
indenture? 

Si 

A Yes . 

Q What procedures would you have followed to 

establish or to satisfy yourself that a fair value had been 
established? 

THE COURT; Not what he would have done. 

What procedures, in your opinion, are prcper 
accounting practice to be followed? 

Put it that way. 

MR. WINER: Do you understand the question as 
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modified by his Honor? 

THE WITNESS: Yes. 

A The procedure would be to read the minutes 
authorizing the acquisition, to read the agreements, to 
inquire of the company what its intention is with respect 
to the recording of the transaction and to review the 
calculations that it has made with respect to the indenture. 
That would, of course, require a reading of the anti-dilution 
provisions of the indenture. And, of course, then to see 
whatever the accounting for the acquisition that is intended 
to be followed by the company or had been followed, is in 
accordance with the generally accepted accounting practice, 
and that the determination of the fair value was in accord- 
ance with generally accepted accounting practice. 

Q Assuming the following to be fact: 

In or about September 1959 Boeing began a study 
looking to the possible acquisition of the Vertol Aircraft 
Corporation. On November 13, 1959 an informal meeting 
was held at which nine of Boeing's thirteen directors 
were present. The members of the board who were present 
had received either on November 12 or 13, 1959 a memo- 
randum dated November 11, 1959, and a letter dated November 
12, 1959, copies of which I have shown to you, and which I 

shall assume that you have read unless you state the 


i 



i 
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contrary. 

I have also shown you a memorandum which you 
may assume summarizes the statements made at the meeting, 
which memorandxim I shall assume you have read unless you 
state the contrary. 

The November 11 and 13th memoranda are agreed 
Exhibit 22 in this case. 

The memorandum of November 11 contains a state- 
ment of fact about Vertol and recommends an acquisition 
of Vertol' s assets on a basis of two shares of Boeing for 
three shares of Vertol outstanding plus two shares of 
Boeing for each three shares to be issued by Vertol as a 
5 per cent stock dividend if Boeing stock should be below 
33 at the time the acquisition might be approved. 

Those present at the informal meeting of November 
13, 1959 authorized negotiations for the acquisition to be 
carried out on a 2-for-3 basis but to exclude from the 
negotiations the issuance of any shares of Boeing for any 
shares of Vertol which might thereafter be issued as a 
stock dividend, and I quote: 

"Such agreement to be conditioned on the 
successful negotiation of a plan and agreement 
of reorganization to be approved by the board of 
directors of each company and by the stockholders 
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of Vertol." 

The memorandum of November 13, 1959 meeting 
states that on November 16, 1959 there had to been no 
firm decision to proceed with the negotiations. In no 
part of the memorandum, which is Exhibit 22, is there any 
reference specifically to stock options outstanding in 
officers or employees of Vertol. 

On December 7 , 1959 the Boeing secretary 
"Outlined to the board the status of negotiations with 
Vertol looking toward the possible acquisition of that 
company by Boeing and reported that if agreements were 
reached it was tentatively planned to submit a plan and 
agreement of reorganization to the board of directors 
of each company on January 18 with a meeting of the stock- 
holders shortly after February 15, and if the transaction 
were consummated the closing date would probably be March 
31 or possibly March 15, 1960." 

Assume that the plan was approved on January 18, 
1960 by the two boards and by the stockholders of Vertol 
after February 15, 1960, and that the plan and agreement 

I 

was signed thereafter as of January 18, 1960, and that 
the plan and agreement which I have shown you is a true 

I 

copy of that plan and agreement. 

Assume that the closing was held on March 31, 


1 
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I 

I960 and that on that date Boeing delivered two shares of { 
its stock for each three shares of Vertol stock outstanding j 
in return for substantially all of the assets of Vertol. | 

I 

Assume that Boeing elected to record the j. 

transaction for accounting and tax purposes as a pooling j 

1 

of interests and recorded the acquired assets at | 

$12,435,000. ' I 

I 

Assume for purposes of the anti-dilution 
clause that it shows the figure of $15,250,000. Boeing 
claims that it arrived at that figure by multiplying the 
number of Boeing shares issued for outstanding Vertol 
shares, that is, 448,954 Boeing shares, plus the number 

i 

of shares to be issued for outstanding Vertol stock options, | 
that is, 23,782 Boeing shares, by 33-5/8, the closing price I 

I 

on the New York Stock Exchange on November 13, 1959, giving j 

i 

a total value of $15,895,748, and by subtracting therefrom 
$644,514, the price to be received on the stock options 
at $15,250,000, the price taken for each of the 448,954 
shares plus 33.968. 

Have you an opinion which you can express with 
reasonable certainty as to whether the method of fixing the j 
price for purposes of the anti-dilution clause was a | 

proper one? 

A Yes. 
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Q What is your opinion? 

A The use of the November 13th date — well, there 
are two aspects of this, the use of the November 13th, 

1959 date and also the use of the $33.96 — 

Q And 5/8 . 

A Yes, or 8/10. 

As to the use of the November 13th, 1959 date, 

I would view that as not determining — not a point for 
making a determination, because — would you like me to 
talk louder? 

MR. GILLESPIE: Yes. 

A (Continuing) I would not consider the November 

13th, 1959 date appropriate for making the determination 

because the parties had nut reached an agreement. 

From your description with reference to the 
decision not to, as I recall it, not to go along with the 
request for a 5 per cent stock dividend, this would appear 
to me as a counter offer, perhaps, and therefore that date 
would not have any significance to me, or, at least, not 
enough significance to warrant the use of the price on 
that date for valuation of the shares issued. 

As to the use of the 33.968, I think it was, 
which was the result of having made a calculation which 
started out with something , I think it is stock options. 
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2 

and 'then subtracting out, I would not consider it appropri- ' 

1 


3 

ate to use that figure because it is a calculated figure 

I 


4 

which ends up higher than the market price of the shares 

f 

j 


5 

on that date, and I would consider that in any event the 

I 


6 

market price of the shares of that date would be the upper 

t 

1 

7 

limit. 


' 

8 

MR. WINER: Thank you. I have no further ques- 


' 

9 

tions. 



10 

THE COURT: You may examine. 

1 


11 

MR. GILLESPIE: May I have a two-minute recess? 


i 

12 

THE COURT: Yes. 



13 

(Brief recess.) 


i 

\ 

14 

MR. GILLESPIE: I think I have one or two ques- 


\ 

( 

i 

1 

15 

tions, your Honor. 


1 

j 

16 

CROSS EXAMINATION 


XX 

17 

BY MR. GILLESPIE: 



18 

Q Mr. Pivar, I gather that you said that you had 



19 

reviewed the indenture of the Boeing Company under which 



20 

the 4-1/2 per cent convertible subordinated debentures due 



21 

July 1, 1980 had been issued? 



22 

A Well, I address myself particularly to the 


1 

23 

anti-dilution provision. 


1 

24 

Q And by that I take it you mean Section 4.05 


1 

25 

which is called the adjustment of conversion rate? 
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THE WITNESS: It is all right. 

A The answer is yes. 

Q Were you aware that the board of directors had 

the opinion of outside counsel as to the method of deter- 
mination of fair value that should be followed and the 
opinion of their independent auditors, Touche Ross and of 
the investment banking firm of Harriman, Ripley with regard 
to this matter? 

MR. WINER; I object to the form of the ques- 
tion. I object to outside counsel when they were the 

firm's long-time counsel. 

MR. GILLESPIE; All right, the firm's long- 
time counsel. I will amend my question accordingly. 

Q Were you aware that the board of directors had 

these opinions when they determined fair value? 

A I was shown a copy of a letter which I was told 

was written by Touche Ross & Company. As to the other 
sources, I think I heard to that effect only by sitting in 
the back of the courtroom this morning, as i recall it. 

MR. GILLESPIE; I have no further questions. 

MR. WINER; I have no further questions, your 


Honor . 


THE COURT: What was the conversion figure? 


What were these bonds converted at? 


DiTnirT rniiBT MrmitTrHt u « rmiiirMOiitv 




at a hundred dollars, and two shares of stock for that 
hundred dollars, which would be 50. 

THE COURT; And they also had a right to subscribe 
didn't they? 

MR. GILLESPIE: Well, they had a right of 

conversion, and if they converted they would get two shares 
of stock. 

THE COURT; But they had a right prior to that 
time to get their stock? 

MR. GILLESPIE; They could have prior to that 
time, any time. 

THE COURT; What was that rate? 

MR. GILLESPIE: It was two shares of stock for 

each hundred dollars of debentures. 

THE COURT; And the stock at that time was what? 

MR. GILLESPIE; At what time, your Honor? 

THE COURT: At the time prior to when it was 

called. 
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I 

I 

MR. GILLESPIE: Just prior to when it was called? j 

THE COURT: Yes. | 

i 

MR. GILLESPIE: Approximately $150. 

THE COURT: You have no further questions to j 

ask of this witness? ! 

i 

MR. GILLESPIE: No further questions. 

THE COURT: You have no further questions? 

MR. WINER: No. 

Does your Honor understand that it was $150 for 

i 

each share? There were $300 for two shares. 

(Witness excused.) 

I 

THE COURT: Now do the plaintiffs have any more I 

witnesses? I 


MR. WINER: No. 

THE COURT: Plaintiffs rest? 

MR. WINER: Your Honor, there is one aspect 
which I 2 un not sure whether your Honor wants brought up 
here or not. 

We served requests for admissions. We received 
answers, and in the answers — and I can speak generally 
because this is true right down the line — in the answers 
all specific items were admitted and a reservation was 
made with respect to all other items, saying that they had 
made inquiry and after making the inquiry they could not 
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2 

3 

4 


say yes or no. And I have been trying to find out 

what inquiry they made. 

Now I should like to have that on the record. 

May I give your Honor one exeumple so that the 
question will be clear to you? 

THE COURT; As to requests to admit, if they 
do not respond and they say they haven't got it or they 
don't know, then you have a right on the requests to admit 
to produce the evidence and tax them with the additional 
costs. That is the penalty. 

Also as to requests to admits if it is obvious 
that they must have some knowledge about it, the next 
way to proceed would be to ask that a deposition be taken 
of certain witnesses. 


these. 


MR. WINER: I wonder if I might read one of 


THE COURT; I don't know what good it would be 
to read it to me, but you can read it. 

MR. WINER: I would like to read it to you for 
the purpose of seeing if we could get on this record what 
effort was made by them to find out. 

THE COURT; If you can show that there is a 
conscious concealment of any evidence in this case, you 
may do so as part of your case. 
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MR. WINER: That is what I would like to do. 

I 

I would like to read one and have a ruling — j 

THE COURT: If you would like to do it, then 

give me the evidence on it. 

I 

MR. WINER: Well, until you understand what it j 
is, your Honor, I don't think it is possible for me to 
give you evidence. 

Well, let me read this to your Honor. 

Request No. 3; 

The practice of New York City commercial banks, 

including, specifically. First National City Bank, Chase ! 

i 

Manhattan Bank, Chemical Bank, Sterling National Bank 
and Federal Reserve Bank, whether acting as a depositors' 
bank or as a collecting bank, is to remove the coupons 
from the depositors' envelopes, to combine the coupons 
of a single issue into another envelope, and to transmit 
the coupons to the paying agent, and these banks retain 
the depositors' envelopes for at least six months. 

Response : 

Defendants admit that the practice specified 
in request No. 3 is the present practice of the following 
New York City banks: 

First National City Bank, Chase Manhattan Bank, 
Chemical Bank, Sterling National Bank and Federal Reserve 
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! 

i 

Bank. j 

Defendants lack information or knowledge as to I 

I 

the practice of other New York City commercial banks. 

I 

i 

Defendants have made reasonable inquiry, and the inform- 
ation known to or readily obtainable by them is insuffi- j 
cient to enable them to admit or deny such matter. 

Now, I should like, if your Honor please, to 
have a statement from the defendants on the record — 

THE COURT: I am not going to direct them to 

make any statements. 

MR. WINER: I respectfully except. 

THE COURT: Now I asked you before, do the 
plaintiffs rest? 

MR. WINER: Right. 

MR. WECHSLER: Your Honor, the defendants have 

submitted objection to parts of the stipulation and 
exhibits thereto, and I just want to make certain for 
the record that plaintiffs have an exception in the event 
that your Honor rules that any of the objections to the 
stipulations -- 

THE COURT: Have they pressed any objections at 

this time? 

MR. WECHSLER: The defendants have submitted 

a list of objections. 
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THE COURT; I have those. I overruled each | 
and every one of them. This is a non- jury case. i 

MR. GILLESPIE: Plaintiffs rest, I take it, j 

! 

your Honor? | 

THE COURT; I understand so, though I may not • 

have a categorical answer. 

Do the plaintifs rest? 

MR. WINER: Yes, your Honor. j 

THE COURT; All right, plaintiffs rest. 

MR. GILLESPIE; The defendants, your Honor is 
aware, have presented their case in part during the 
examination of the plaintiffs' witnesses. 

THE COURT; Yes. 

MR. GILLESPIE; We have one other witness that j 

I 

we would call at this time, and that is Mr. Gorans of 
Touche Ross. 

THE COURT: All right. i 
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GERALD E. GORANS, called as a witness 

by the defendants, being first duly sworn, testified 
as follows: 

DIRECT EXAMINATION 
BY MR. GILLESPIE: 

Q Mr. Gorans, what is your occupation? 

A I am a Certified Public Accountant. 

Q And where do you practice? 

A I practice with the firm of Touche Ross Bailey & 

Smart in Seattle, Washington. 

Q How long have you been with that firm? 

A Since April 1st, 1947. 

Q What part, if any, have you had in connection 
with Touche Ross' engagement with the Boeing Company? 

A I have been directly involved In the audit 
either in a supervisory capacity or partner in charge of 
the audit since 1955. 

Q Would you just state briefly your professional 

qualifications . 

Are you a CPA? 

A I am certified or licensed to practice as a 

Certified Public Accountant in the State of Washington and 
in about four other states. 

I am a member of the American Institute of 
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I 


I 
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Certified Public Accountants; the Washington Society of 
Certified Public Accountants; currently serving as the 
chairman of the National Defense Committee of the American 
Institute of CPAs. 

Q Did you participate in the audits of the Boeing 
Company conducted by your firm with respect to the financial 
statements of the Boeing Company for the years 1958, 1959 
and 1960? 

A Yes, I did. 

Q What was the extent of your participation? 

A During each of those years I basically was in 

charge of all the field work that was done on the audit 
and up to the completion of the report. Mr. Tremper, 
who was partner in charge of the office, had the ultimate 
top responsibility, and he confined that pretty much to 
dealing with top issues and top matters. 

Q Were you familiar with the fact that in the 
year 1957, 1958 and 1959 the Boeing Company declared 
certain, what they called, limited stock dividends? 

A Yes. 

Q Were you also familiar with the fact that in 

1959 and 1960 the Boeing Company carried out the acquisi- 
tion of the Vertol Company? j 

A Yes. i 
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Q In connection with these limited stock dividends ' 

I 

I 

and in connection with the acquisition of the Vertol 
Company, what review did your firm make in connection | 

with the treatment of those limited stock dividends and j 

that acquisition for accounting purposes? ! 

MR. WINER: Your Honor, may we have this year 
by year, please? 

MR. GILLESPIE: I aun quite willing to do it. 

Q Perhaps you might tell us what you did in the 

year 1958 and then we will go to 1959 and then to 1960. 

A In 1958 there was one stock dividend issued, 
limited stock dividend. 

Our procedures were to review the minutes to see 
that it was actually authorized. We then reviewed the | 
procedure of calculation to see that it complied with what 
they had been doing in the past, and what they had been 
doing in the past had pretty much been checked out to 
see that it complied with generally accepted practices of 
accounting some years before. 

Q Was that to determine whether the proper eimount 
had been transferred from earned surplus to — what is the 
account that you — 

A To the capital stock account. 

Q — to the capital stock account? 
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A Yes . 

Q Was that checked? 

A Yes. 

Q And did you do anything further in the year 

1958? 


A Not specifically that I recall. 

Q Now let us turn to the year 1959: 


Would you tell us what you did in 1959? 

A In 1959 when the matter of the Vertol issue 
came up, that was an additional matter for consideration. 
The stock dividend issued in November 1959, as I recall 
it, was handled in the same way as it had been handled in 
the prior year, and the year before that, and so on. 

As far as the vertol issue was concerned, it 
was a matter of reviewing the indenture at that point to 
make sure tha*- the company was complying with the require- 
ments of the indenture. 

Now, in connection with the 1958 audit - if I 
may back up for a moment - we also, of course, looked at 
the indenture to see that the company was complying with 
it. 

We also checked there to make sure that the 
stock dividend was not in violation of the dividend 
covenants within the indenture. 

soutmchm district court rcrortcrs. u.s. courtmousc 
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or not the company had set aside the proper number of 
shares for the holders of the convertible debentures in 
the event that they converted? 

A Yes. 

Q I think you said a moment ago that you reviewed 

the indenture in connection with this? 

A Yes. 


Q And I assume that included Section 405 which 
relates to the conversion rate? 

A Yes. 

Q And ycu were thoroughly familiar with it, I 

assume, at that time? 

A Yes. 

Q Now in connection with the certification of the 

financial statements on the company — and I would refer 
specifically to the statements for the year .'nded December 
31, 1960 — I ask you whether your certificate goes to the 
item on the balance sheet — 

MR. GILLESPIE: And, your Honor, this is 

Exhibit 25 - is t K’it correct? 

MR. WECHSLER: 36. 

MR. GILLESPIE! Exhibit 36 to the agreed state- 

ment. 
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Q (Continuing) I note on page 27 of the balance 

sheet an item undeir Stockholders Investment^ and under 
that is "Capital stock authorized 10 million shares 
(610,900 shares reserve for conversion of 4-1/2 per cent 
convertible subordinated debentures)." 

Is that reference to shares there the number of 
shares which were needed in order to satisfy the holders 
of the convertible debentures in the event they converted? 

A Yes, that is. 

Q And this is the figure that you say your audit 
for that year checked and verified? 

A Yes. 

Q And that was after reviewing the accounting used 
with respect to the limited stock dividend for the 
year 1958 and 1959, and also with respect to the stock 
issued in connection with the Vertol acquisition, is that 
correct? 

A Yes . 

Q Now your firm gave an opinion, did it not, in 
April 1960 to the board of directors in connection with 
the acquisition of the Vertol Company? 

A You mean on establishment of fair value? 

Q Yes. 

A Yes, it did. 
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Q I show you what has been marked here as 
Exhibit 30 in the agreed statement of facts, and ask you 
if that is the opinion? 

A Yes it is. 

Q Now, in connection with giving this opinion 

did you review again the limited stock dividends that had 
been previously issued in connection with this in the 
prior years in 1958 and 1959? 

A In connection with this debenture? 

Q Yes, at the time that you gave this opinion. 

A We probably looked at it, but this opinion does 

not specifically relate back to those stock dividends. 

Q Now, in connection with the giving of this 
opinion did you consider whether or not in determining 
fair value the matter of general accounting principles 

should apply or should the directors be guided by the 
indenture? 

MR. WINER; I object to the form of the question, 

your Honor. 

THE COURT; Overruled. 

A The indenture, the provisions of the indenture 
prevailed here, and the only question, really, we were 
asked, is, "With these alternatives available, which one 
do you think is the most equitable to be used for purposes 
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of recognizing a value of the Vertol Company for purposes 
of evaluating the necessity for an adjustment of the 
conversion rights of the convertible debentures?" ’ 

THE COURT: Were you searching, then, for 
something that was more equitable or for something that | 
complied with the provisions of the indenture? i 

j 

THE WITNESS: Well, the directors of the Boeing 
Company had the responsibility of determining the fair 
value to be placed on the Vertol Company in total. They | 
asked us and others for our thoughts on what would be j 

an equitable method of arriving at a fair value, and this 
letter is directed towards that purpose, provided to 
Mr. Haynes, who made the report to the board of directors. 

Q Now, for the purpose of determining whether 
there should be any adjustment in the rate of conversion 
due to a limited stock dividend as defined in the indenture | 
of the Boeing Company, would you tell us how you went 
about your review to determine whether or not there should 
be any change in the rate of conversion? 

A Basically it was a matter of taking the 
indenture document an'i reviewing those particular proced- 
ures which was set .orf. to guide the person responsible 
or anyone who might want to make the calculation to 
calculate the effect of the company's transactions within 
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MR. GILLESPIE: Go ahead. 

A The stock dividend, as far as the transfer 
from earned surplus account to stock account is an account- 
ing matter, and the accounting rules are what basically 
prevail in making that entry. 

The indenture is a legal document, and as far 
as we were concerned, the legal rules apply, and the 
accounting rules in this case that the company was follow- 
ing were different than the specifics within the indenture. 
MR. GILLESPIE; No further questions, your 

Honor. 

CROSS EXAMINATION 
BY MR. WINER; 

Q Did you decide what the legal document required? 

A No, the legal document was prepared by the 


attorneys. 


Q Who decided what the legal document required? 

A I read the legal document. 

Q So you decided that? 

A To the extent that I felt I could. 

Q Well, to what extent did you not feel you could? 

A I didn't see anything in here that presented 

any problems so far as I was concerned. 

Q So you were the man who interpreted the legal 
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document, is that right? 

A Not alone. There was another partner in the 
firm who was involved in this at the same time as I was, 
and a manager involved in it at the saune time I was. 

Q You mean other people in Touche? 

A Yes. 

Q And you people in Touche made the legal decision 

as to how to apply the document, is that correct? 

A We made the determination and the calculations 
on the basis of what the legal document said. 

Q What it said to you. 

A That's right. 

Q You didn't get any other opinion, did you? 

A Not specifically. Other opinions were given. 

Q Were other opinions given to you? 

A They were made available to us. 

Q When were they made available to you? 

A I can't specifically tell you. 

Q By whom were they made available? 

A And I can't even tell you who specifically made 
that available. 

Q Whose opinions were they? 

A Well, the opinion that I have seen in the 
document here - I can't tell you when I saw it the first 
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time - from Harriman, Ripley, and there is an opinion in 
here from the attorneys, and particularly as it relates 
to the Vertol valuation and the calculations involved 
there. 

Q When did you make this decision? 

A Which decision are you referring to? 

Q Whichever decision you made about the appli- 

cability of the legal documents. 

A Well, in 1958. i helped — actually I reviewed 
the document when it was being drafted. 

What decision did you make in 1958? 

That I understood the terms of the document. 

Can you tell us specifically what you understood 

THE COURT: Oh, please, please. 

MR. WINER: I beg to press the question. 

THE COURT: Well, the objection is sustained, 
the Court's objection. 

You may ask him with reference to specific 
provisions in the agreement, if you want to. 

MR. WINER: I don't know what specific provisions. 
He is the witness — 

THE COURT: You may ask him concerning any- 
thing that you feel is applicable to this case, a provision 
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A 
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in 1958? 
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applicable to this case. 

Q Which provision of the indenture applicable 
to this case did you consider in 1958? 

A In 1958 the entire document was given to us to 
refview, to see if we understood it or had any problems 
with the accounting matters that would become involved 
in the document. 

Q Now, did you have any problems? 

A No. 

Q In 1958, you said that you reviewed the indenture 
to see if the company was complying with it, is that 
correct? 

A As soon as it became effective we had to review 
it to see that they were complying with it, standard oper- 
ating procedure. 

Q Did you review the situation after the declar- 

ation of the stock dividend oi November 3, 1958? 

A I'm sure we did because the stock dividend then 
came into the impact of restrictions on what the company 
might do in the way of future cash dividends and in the 
way of future stock dividends. 

Q Which document did you see? 

A What do you mean, which document? 

Q Was there an internal company document calculat- 
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ing the amount of the conversion rate and the amount of I 

earnings available for the declaration of dividends and I 

the amount restricted by the 4-1/2 per cent indenture and 
the 5 per cent indenture? Wasn't there such a document j 
in the company? 

A I don't know. We made our own calculation. 

Q You didn't see it? 

A We made our own calculation. 

Q All right. Let's get to that. 

Did you review any internal document of the 
company making calculations in the year 1958? 

A I don't remember. I could very well have. 

Q And you could very well not have? 

A Probably not. If the company had the documents, 

someone within our firm working on the audit and going 
through these things probably reviewed what the company 
had . 

Q Did you see that for purposes of the indenture 
they calculated the conversion rate at the closing price 
of the stock on November 3, 1958 divided by 1.04? 

Did you ever see that document? 

A I've seen it in court here. 

0 Did you see it in 1958? 

A I said I don't remember. 
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conversion rate. 

Q Have you got them? 

A No. 



Q I repeat my question. 

Did you review any calculations made by the 
company for the year 1958 ? 

A I said we probably did, if they had them, but 

I can't remember and specifically say we did. 

Q Wasn't it your duty to ask the company for 
calculations which it made under the indenture? 

A Not necessarily, if we made the calculations ^ 

ourselves and they agreed with what the company had 
reported. 

Q You say "what the company had reported"? I 

A Yes. 

Q What do you mean by "what the company reported"? 
Do you mean reported for calculation under the indenture? 

A No. What is included in the annual report to 
stockholders. 

Q I'm asking you specifically. Did you review 

any calculations which the company made for purposes of the 
conversion rate under the indenture? 

THE COURT; We've been over that five times now. 
All right, once again. 
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A I can't specifically say whether I reviewed 

something that the company calculated. We did our own 
work in that regard, made our own calculations. Tut again j 

i 

I say I'm sure that we did, if the company had them. | 

Q Do I understand, sir, that you feel it is not j 


your responsibility to review the company's calculations 
if you made your own? 

A If they agree with the company's, why do I have 
to go through that. 

Q How do you know if they agree with the company's 
without seeing the company's? 

« 

A The figures ended up in the annual report to 
the stockholders. 

Q The figures on the conversion rate ended up ’n 
the annual report? 

A The figures on the conversion rate affected the 

retained earnings as far as dividends were concerned 
and required an annual calculation as long as those bonds 
were outstanding. 

Q 1 want to ask you one more question. 

Did you assume that the figures which appeared 
in the report for bookkeeping purposes were the same 
figures as had been used by the company for calculations 

under the indenture? 


I 
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A I'm sorry, sir, but those figures are in t.he 

report to the stockholders and those are the figures we 
checked. 

THE COURT: I think we've had enough of this. 

Go to something else. 

MR. WINER: I would like to ask the witness 
one question. 

Q You say those figures appear in the report. 
Which figures are "those figures"? 

THE COURT: Objection sustained, the Court's 

objection. 

Q Were you as an accountant, or your firm as 
accountants, in 1960 called upon to give an opinion as to 
whether the board of directors' determination was equit- 
able? 

A If you will read our opinion, it says that we 

were asked, and we did provide a letter to the controller 
which set forth our thought on an equitable way of arriv- 
ing at a fair value on the Vertol Company. 

Q Was that the function of the accountants, to 
give an opinion as to whether a figure was equitable? 

MR. GILLESPIE: Your Honor, I submit we've got 

the document here. It seems to me it speaks for itself 
as to exactly their understanding. 
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MR. WINER; 
THE COURT; 
MR. WINER; 
THE COURT; 


He could have written anything — 
It does. 

I want to know — 

You asked a question. Now wait 


for an answer. 


MR. WINER; I'm sorry. 

A I'm not sure i^hich question we are on now. 

THE COURT; I don't blame you. Give h im 
another question. 

0 Was it your function as an accountant to give 
an opinion to the corporation as to whether the value taken 

was equitable? 

A Yes. 

0 Now, under which rule does it come that account- 
ants give opinions as to whether a price put on an 
acquisition is equitable? 

A I can give my opinion as an accountant, I can 
give my opinion personally, I can give my opinion when 
asked on something of this nature, "What do you think a 
fair approach would be?", and I believe that I have that 
right, to give that opinion, and I can’t go to a specific 

document that says I cannot. 

THE COURT; It is three o'clock. How long 


are you going to be? 
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li THE COURT; I told you that I wanted to leave I 

•I I 

« 

here at three o'clock. I 

i 

MR. WINER; I'm sorry, but I cannot continue — j 
THE COURT; I'm not complaining. I gave you 

extra time because I thought — 

MR. v;iNER; I'll be here Monday, your Honor. 

THE COURT; And with the help of the Lord 

I will. 

Have you any other witnesses, Mr. Gillespie? 

MR. GILLESPIE; No other witnesses, your Honor. 
THE COURT; Have you any rebuttal evidence? 

MR. WECHSLER; No, sir. 

THE COURT; All right. I have a matter on 
Monday at 9, at 9.15 and at 9.40. Make it 10.15 in thsi 
room. 

MR. GILLESPIE; Your Honor, I wonder just how 
much more Mr. Winer has, because these gentlemen, as you 
Ilonf)r I am sure is aware, are all from Seattle. 

Have you got any idea, Mr. Winer, how much 
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longer you will be? 

MR. WINER: Mr. Gillespie, I 
sorry to say I have not. 

MR. GILLESPIE; All right. 
10.15 on Monday. 

(An adjournment was taken to 
20, 1972, at 10.15 a.n..) 
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have not. I 2 un 


We'll be here at 


Monday, November 
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WILLIA!! R. VAN dillZrLT , ot al 
VO. 

TIE BOEING COMPAIIY, ct al. 


66 Civ. 1820 


New York, llovembcr 20, 1972; 
10.15 o'clock a. ra. 


(Trial resunetl.) 


THE COURT: All right, Mr. Gorans, you nay 
rcsurae tl'>a stand and wo will finish your examination. 
GERALD E. GORANS, rosximed. 

I 

CROSS EXAMINATION (Continued) j 

I 

BY r-E. WINER: ' 

I 

i 

Q Mr. Gorans, did Booing keep a book of calcula- ' 

tions which included calculations under the bond indcnturoolj 
A I don ' t knov; . | 

I 

j 

Q Whore did they keep calculations of bond figures j 

f 

an far as you know; that is, money available for dividends' 

» 

I 

within the bond rcecrictions , conversion rates, and so on? 1 

A I don't really understand your question, 

/ 

Mr. Winer. 

Q V7oll, did they keep any records that you know 
of with respect to the restrictions under the bond 
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Tin: COLTvT: Do you mean by that, did they keep 

any books of account which nad accounts which provided 
for the amortization of payment , redemptions or conver- 
sions? 

KR. Wi:n:R: Yes, sir. 

THE COURT; Did you have any special ledger 

account? 


1 1 

“ li 


THE THESE: NO, they may have had memorandum 

records of calculations, but there are no requirements, 
or no provision with tiio accounting records as such, to | 
maintain those calculations. ! 

I 

THE COURT; Well, isn’t there a requirement, j 

j 

under good accounting practice, that you keep track of the ' 

! 

amount of outstanding convertible debentures? i 

i 

TIE:', WITNESS^; Yes. ! 

TH?. COURT; .'jad of the amount redeemed? I 

( 

THE WITI^EGS: Yes. 

THE COURT: And identification of v/hat was 

I 

f 

jj^deeried, the date, what was paid for it and what was issued | 

I 

for it? ! 


tainod. 


THE WITNESS: Yes, those records would bo main- 


TIIE COURT; There was no special fund set up. 
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was tharo/ according to the indenture providing for 
redemption? 

Tim WITNESS : The tine frame for the payment 

into redemption fund had not yet taken place. I think 

who first year was 1973. 

THE COURT : But on the other matters , on 

redemption ane tiie manner in which they were redeemed 
/ 

and what was issues for them -- 

THE WITNESS: That was all recorded in the 

accounting records. 

THE COURT: And there wore none paid off by way 
of redemption? 

THE WITNESS: None paid off, but there were 
soma that v;cre converted during those years . 

THE COURT: Now what he also had in mind is 

this: 

Did the company go into the market and buy any 
of the convertible debentures itself? | 

THE WITNESS: No, they did not. | 

THE COURT; All right. i 

BY MR. WINER: j 

' I 

I 

Q Now did you know of, and do you now recall | 

v;hother you know of regular calculations, periodic ; 

I 

calculations as to the conversion rate, as to the effect 
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ol funds on bond rootrictions? Do you know of any 
suc^a record? 

A I liavQ soon sonc raemoranduma that have been 
r>rouucad, but I do not know that I actually saw those at 

tiaTio ta.oy wore prepared. Someone in our office may 

have seen then. 

t 

Q Did you ever seen them? 

A I have seen them since this natter cane up. 

Q You didn't see them back in I960, 1959? 

A I can't Jay whether I did or not. i don't 
recall having seen them in that time frame. 

0 So that we aro clear, I shcA/ you Exhibits 19 and 
20. Are those papers which you have seen since this 
• at.,u* ca.t;Q up, by which I assurao you mean since this 


litigation? 


A Yes, I iiave seen that one. 

Q Wow would you turn to the next one, please. 
Exhibit 20 ? 

A I have seen tliis since this litigation began 
but I don't remember seeing it before. 

Q Wore theao two papers, Exhibits IS and 20, when 

you saw then since the litigation cane up, were they in so.ao 
kind of book fozrm? 

A Yes, in this book. 
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C .Icu didn't SGQ the originals of those papers? 

MR. GILLESPIE; Your Honor ^ may the record 
reflect chat Mr. Gorans v;hon he referred to a book was 
refcrrinc; to the agreed statomont. 

MR. WINER: Certainly. 

Q Did you see them in any other book? 

A IJot to my knowledge. 

Q Are you the author of the opinion letter, which 
is Exhibit 30 in this case? 

A I believe that ;:lr. Trompor is probably — 
between the two of uc wo drafted that. 

0 You participated in the drawing of the letter? 

A Ygs. 

Q At the time tiiSt you drew that letter did you 

review any computations calculations at Boeing with respect 

to the conversion rate? 

A Not to my knowledge we did not. 

Q Changes in the conversion rate are cumulative, 

are they not? 


Yes. 


Q Did you feel any responsibility to investigate 
what prior computations had been made? 

A Well, I don't believe that the computations had 
anything to do with arriving at a fair value for Vortol to 


i) 


O || 

. jl 

^ I 

•I 


.’i 

i! 

11 !i 


10 'i 


10 


17 M 


13 


19 




II 


12 I 

i 

23 \ 


2o 


Gorans-croso 647, 330 

oa-nply wit;.. t;-.o indentura, and, accordingly, I would not 
have toon concerned about making calculations. 

Q Ilow about the end of the year? 

A At the end of the year at that point in time, 

ycc. 


Q Did you then review these papers? 

A ^Tliich papers? ' 

j 

Q Ibihibits 19 and 20. j 

A No, not to my knowledge, I wouldn’t have reviewed' 
them necessarily. | 

I 

Q Did you review any other calculations of Doeingy 
A At that tiraa. Hr. Winer — 

« t 

Q Excuse me. By -at that tine" you moan the end 
of the year? 

! 

A V/ell, in connection with the audit for the year ! 
1959, in consnection with the audit for the year 1960, the i 

Vortol matter does not cone into bearing until 1960, because! 

i 

that ij when the transactioi. was completed. At that tine | 
wo made our caloulations in connection with tho indenture, ! 
as wo did ycarc before, and tho calculations t.hen wore 
based upon using tho fair value as established by the j 

board of directors for the Vortol acquioitlon end tho I 

limited stock dividends as .nrovidod within the indenture, j 
the calculations that related to those. ' 
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I 

Q Vionld you pleaso turn to Exhibit 35, or I will ^ 

uum to it to help you. Do you sco a figure there of I 

'* 1 

'! ' 

$u4>l,000 odw for the stock option shares of Vortol? ' 

A You :&ean on Page 3, under the section witli tiie I 

!' . i 

capital letter "C"? . 

j Q That's not the exhibit. This is the oxliibit I . 

' I 

!< turned to, 35. 

ji A It consists of four pages. 

■! I 

!' Q Now, turning to Page 3 ur.der stock options, ' 

'' ! 

$644,514, did you make that computation on your own? j 

1 • ! 

ij A I'm not suro we would have. j 

I 

, Q v;ell, how did you compute the conversion rate? I 

> A Well, the conversion rate, Mr. Winer, according | 

I 

to the indenture, was to take into account dividends, stock j 

I 

i| dividends issued as defined, plus any shares were issued for 
i' other assets in which a dollar zuaount was not paid to the { 

l' ' 

>1 company. Then, as I recall, the indenture says the board ! 

II I 

I' of directors will fix a price of fair value for the assets j 

■I ! 

acquired for the shores issued, and the board having fixed a 

i! 

fair value, Uion we would take tliat figure. I 

I 

Q Mr. Gorans, did tl^o indenture provide for valuing . 

\ I ’ 

* 

>' stock options? ! 

,1 

A There is a specific provision in there, as I recall 

1 

now, that tlia company could issue stock options. I don't recall 

t 

; I 

• I 
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2 ' exactly how they worked in the calculation at the moaent. 

3 ^ Q DO you recall what v/as provided for in the valuation 

‘i tho stock options? Do you or do you not? 

I 

^ '1 ^ ^ recall, the stock options that Doeinj had 

6 ! issued and wore outstanding had no effect upon tho dissolution' 

|i > 

7 ! factors as fur as tlio conversion rate is concerned, as long ' 

i 

6 II C.3 the company did not issue in excess of those that were ! 

1 1 i 

a ; vUthorizod at the tiKo the indenture was prepared, ! 

-- '■ V • . i 

I “le options that you are referring to here ! 

j 

- were the ones apparently given to the Vertol employees, and | 
.2 ij I should say Vertol stock options that Booing assumed as part 

13 ,, Oi. its obligations in taking over tho assets and liabilities | 

* 

I j 

V. of Vertol, and at Uio time of establishing value for tho ! 

I 

.3 1 , Vertol acquisition tho board of directors of Boeing assuiaod 

Jj 

13 that they had tJie obligation to issue or to honor these options 

I’ : 

Siiould they be exercised, and, accordingly, took into con- | 

~ . • i 

.1 sid^^ratior. tho number of shores in total tliat would be issued, i 

.y ; which included tho two shares of Boeing or tho tliroo siiures 

*» 

I 

•jj Oi. VertOi, plus the shares that would have to bo issued if | 

I I 

3. 'xio Vertol employoes exercised their options, and, as I recall, 

~ . uiosc options wore adjusted on tho saiae basis; if an employee* 

i, 

^ ;( hud an option for three shares, he received an option for two ^ 

' shares of Booing stock at tlio equivalent price. ! 

■" ^ Have you your calculations here? ! 
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A *\’o, I do r.ot. 

Q Are your calculations any dlfferont^ from tho 
calculations that Booing took on Bxhibit 35? Is thoro any- 
tl-.ing wrong with those? 

A Once the board had determined the fair value of 
tAQ Vcrtol acquisition, that fair value was the governing 
tliing in determining it. 

Cl that was tho fair value? 

Tho fair Value established by the board of 

directors . 

Q ( V7as liow much? 

A $15,250,000, plus the dollars that they would 
roccxvo if ti^c Vertol employees exorcised thoir options to 
acquire tho shares that Booing assumed the obligation to 
issue • 

Q You don't know whether that latter figure, which 
is tho fi'jurc for tho options, you don't know whether that 
v;a3 provided for in tho indenture or not? Do you? 

A Tho indenture provides for establishing tho fair 
value for tho assets acquired. 

0 Well, I aw asking you specifically for about tlio 
iirth timo, what did it provide with respect to the stock 
optior. shsa'os? 

A It had nothing to do with tho stock option snares. 
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Q TiiG indontuTG didn't have anything to do with 
atocic option shares? 

A Those option shares issued to Vartol as a 

liability/ 1 should say, honored by Boeing as part of tlie 
liabilities tliey assui&cd when ^ they acquired Vortol . 

Q Then in Govepttient • s Exhibit 35, the stock option 
Section 405(b) 5, that was roally a aistake? 

A Yes. 

Th2 COURT: In What respect was it a mistake? 

Tin; VHTN2SS: Well, there was a provision in the i 

• 

inoenture that if Boeing issued the option shares or other j 

I 

convertible shares or other types of shares in whicii there j 

Wlu> a quoswion of their ulciinate issuance and so forth, over • 

I 

one above tiio 350,000 shares that had been authorized to be | 

I 

issued citl^ar in coxxnection with stock options or in connec- ' 



w-on with incentive awards , then the price received for tlio 

I . i 

v,^^k.Aonu over and aoovo that would oe taken into account in ‘ 

,1 I 

uhe calculations for adjustnusnt purposes. I 

i 

The assuiuption all the way through — and I believe 
t..c^e is legal opinion to this effect — that Boeing assuucd ! 
tl.e liabilities of Vortol, these shares wore then a part of j 

I 

the acquisition of Vortol free from preomptivo rights, and i 

I 

tlij calculation that is referred to here was roally — it's ' 

1 

a multiplication to show how much Boeing would receive if j 
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f 

thoae options were exercised « and that figure was added to i 

I 

the ^15,250,000. | 

Q Are you telling his Honor that that figure of ' 


:o li 


$544,514 was not used in calculating the conversion rate? 
A Ho, 1 did not tell him that. 

Q It is used in calculating the conversion rate? 

A As part of the acquisition of Vertol. 

0 Have you divided $15,250,000 by 448,972 shares? 
A I did, I Utink, last Thursday and Friday. 

0 And did it come to 33.968? 
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A Z believe that that is about right. i 

Q It is exactly right, isn't it? 

t I 

A 1 am going by memory} you are telling mo, I would 
say yes, Z know it is close to that. 

Q How, then, did you ever express in your opinion 

tlxe possibility that Boeing might value the shares at anything 

I 

higher than the closing price on the New York Stock Exchange | 
on November 13, 1959? 

A I think tlxe letter that we issued to Boeing in 

connection with the valuation of Vertol set forth about four 

different ways in which the company could have determined the 

' I 

fair value if they so desired. i 

j 

Q Did it evor set forth a figure highor than the ' 

closing price on November 13, 1959? 

, « 

I 
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A I don’t belie our letter sets forth any calcula- 


tions . 


•i ji Q Didn’t your latter say tliat they could take the 

t 

^ J closing price on liovembcr 13, 1959? 

1 1 

ii A Our letter states that the closing price on liovoiubor 


n * ^ 

,1 xJ, 1959, would be a fair way of arriving at tlio fair value of 
, the cosipany. 

i Q Did it say that any figxiro higher than the closing 

^ price on thctd;y v/ould bo a fair way? 

! 

^ A I don’t recall, i 

'I . I 

“ it Q Would it be a fair way, taking a figure higher than ■ 

r. ‘ 

^ , tl'^e closing price on any given date selected for the valua- ; 

tion of the stock? J 

I 

’ A The board — ' 

I 

I 

' 0 VJould it or would it not? Do you know of any basis . 

in accounting or in accounting principles or opinions of the ' 

' Accounting Principles Board which allows you to take a higher ; 

I I 

price than the closing price on a pcurticular day which has I 

! 

I 

*Sw.v.n selected for valuation? 

I 

A Mr. Winor — ! 


Do you or don’t you? 
A Mr. v/inor — 

Q Do you or don’t you? 


T12 COURT : Please . 
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MR. v;iN£R: I ask that tho witness answer the 
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20 j 


question. j 

♦ 

THE COURT.*. Let hlu answer it in his own way. 

A Mr. Winer, the accounting rules in essence talk 
aOout fair value, and they say there are different ways of j 
arriving at fair value, and our letter sets forth, I tliink, 

I 

four niethods that could be used, one of them being appraised | 

1 

value , one of chem being book value , one of them being market | 
value on stock, and market value, since It fluctuates, is a I 
question of what date you might use, but the company cloarly | 

had tho right to have all those assets appraised and take j 

I 

into consideration the going concern basis of Vertol, and I ! 

I 

believe there is something in tho minutes that indicate that • 

j 

this probably would be a higher value than the $15,250,000. i 

i 

0 As an accountant, could you go on the basis titat 
cl;ere is something in tho minutes whicti indicates that tlioro { 

i 

probably could be a higher value? | 

' ! 

A i-ir. Winer, tho board had the authority to establish' 

I 

a value, and all I con do is say, there are differont ways 

! 

of doing it. ■ | 

Q But didn't you have to certify tho final report of i 
1960? ' 

THE COURT: Haven't we been over this before? ! 

Didn't he say on Friday that ho was shown and was told of j 

- 1 


^OuTmZMM CtiUTm.Cf mt.PT n-pcorrec n • . * 


I 


Gorans -cross 


655a 338 


a le^dl opinion that had been given? Wasn't that your 
testimony on Friday? 

THE WITiJZSS : At tliat time X said there were otlicr 
opinions available; wo knew about them. I believe the 
attorney's letter was not actually issued until subsequent to 
fciiis, and yet I am sxire we had conversations with theiu as to 
what tl'ioy would say. So wo didn't rely strictly on our 
judgment as to final outcome. 

Q Where did you report your computations? 

A I am not sure I understand the question. j 

! 

Q Did you ever explain it anywhere? | 

! 

A iThat calculations? j 

! 

0 Whicliover ones you made? ; 

I 

( 

A I don't know how to answer the question. I 

Q All right, I will take that for an answer. | 

Did you ever explain it anywhere? 'i ! 

/ /• ' 

A What calculations? > /| 

0 Wltichevor ones you made. 

A I don't know how to answer the question. ; ! 

I 

Q All right, I will take that for an answer^' ^ | 

! 

Did you ever record your calculations any place? ' 

A What do you moon whan you say "record them"? ! 

* I 

» 

Q I assuxoo tl^at record moan writing them down some 
place whero they could be kept. 
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A Aecord to no is putting soioething in an official 


documont that bocoincs part of the company's records. 


Q Let's take your definition. Did you ever record 


uhcu anywhere? 


I don't record anything any place; as on account- 


ant X'n not to do that. 


Do you have work paper ?«? 


Vos, wo have work papers. 


Q Wlioro are they? 


They are in SEattle. 


Q Do you know Mr. Molby? 


A Yes. 


Q Was he a capable man? 


A Yes. 


Q You have since the litigation road Exhibit 19 .md 


Exhibit 20, which have Mr. Molby *s name at the bottom? 


A Yes . 


Q Eead the part which refers to conversion rate of the| 


debentures . 


A You moan tho u stock dividend and conversion rate? 


Q That is what' I moan, yes. 


A You want ito to rood it aloud? 


Q I will be glad to have you read it out loud. 


A B stock dividend and conversion ratet 
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The 4% stock dividend issued in Deceanbor, 1953, 

I 

did not change the original conversion rata of two shares | 

per $100 principal ax>ount of dobent iros. 

Under tl\e provisions of tha indonturo, the 4% stock 
dividend is classified as a liiaited stock dividend, and as j 
such it added 281,537 shares and $15,414,151 aduitional , 

consideration to the conversion rate formula. 

Because of this , • tha formula results in a calcu- 

I 

luted rate of 1.9927 shares par $100 of principal a»aount of | 
debentures, but the indenture does not allow the rata to be | 

. t 

reduced below the 2.00 shares per $100. j 

A limited stock dividend may ba classified as such | 

only to tho oxtont thnt it U enrnod. Tho following .fount ! 
iu avai\ablo for additional limited stock dividend; 

Net Earnings 1/1/50-12/31/58 $2C,C10,013 

Less; Cash Dividends 1/1/58-12/31/50 7,010,727 | 

4t Stock Dividend 12/58 15# 414,.1^1_ | 

4,179,135 j 

I 

This amount, together with tlio 1959 earnings, wouldj 
thon ba available for cash and stock dividends within tlio ‘ 


— ji coming year . 


Q NoviT, docs this paragraph which you have repd 
indicate to you ti^at Mr. Melby nad read the indonturo x-'hci. 

no read that paragraph? 
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A Wall, it says ho did, but 1 don't bolievo ho 
followed it. I 

I 

Q I didn't ask you whetlior he followed it. I asked 
you, did you thiz^ he read it before ha recited the provisions' 

I 

of the indenture? I 

A Well — ; 

0 And he was a capable man? I 

I 

A That is right. j 

t 

IIIZ COURT: Give him a chance to answer the i 


question. 

i 

A Wall, it implies here that he has read it, because j 

I 

he refers bac/^ to it.- and.X assume in order to do that he had 

I 

( 

to read it. 

Uo also uses the same figure in tiiere that was used j 

I 

in the accounting figures for treuzsferriizg dollar aaiounts from 

i 

earned surplus to tlze capital stock account, and that figure j 

is not calculated in accordance with the indenture. ' 

♦ 

MR. WIKER: I move to strike it out. 

THE COURT: He is giving an accounting opinion. ; 

t 

! 

Q Your opinion was asked as an accountant, was it not?j 

i 

A Yes . I i 

i 

Q Now, in your opinion letter of April 4, 1960, you j 

infonued Mr. Haynes that there are four methods acceptable ' 

# 

I 

for reaching fair value. First you say is the fair market , 
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value of capital stock issued, and then the appraised value 
of the tzmgible assets acquired. 

Now, tlioy had no appraisal, did they? 

A In the minutes some place an appraisal had boon 
made in 1^0 for insurance purposes . 
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Q But ^ou didn't havo an appraisal xaado for tho 
/ 

valuation in 19C0, did they? 

A No. 

0 So wo oliadnate that method. 

Now, then, capitalization of prior uarninga of 
tho company is another method. Oo you know what the 

earnings of the compziny were? : 

^ » 

A Right now X don't remember. 

i 

Q Suppose X told you that in tho 90 days of 1960 , 

the earnings consist od of a pre-'tax loss of $988,636, | 

and after tax credit, or after crediting tho taxes, t:*.c ; 

I 

after tax loss was $476,770; how would you capitalize that | 
loss? 

A X don't think tliat you would capitalize the ! 

I 

loss. : 

- 

/ t 

Q Now, how many years vrould you take as reasonable | 

I 

to capitalize the earnings? ! 

A Oh, X have scon different methods used. 

I 

Three to fivo years in cases; sometimes oven longer. 

/ . 

Q You said three to fivo; is that your testirxkny? 

A X said X ,havo seen three to five years used. 

X have seen longer periods used. | 

Q Wliat is your opinion, five, or throe, or which, | 


25 


or citlior? 


I 
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A I wouldn't fix on any fixed poriod of time. 

It doponds too auch on the conpixny you arc dealing witli. 

MR. V.’INER: ICow, Mr. Lovit, would you rofor 
plaaso to Exhibit 26 and see if we can agreo on the earnings 
in the throe years prior which arc required to be reported 
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to the SEC. 

. r. Levit, if you will take these down# subject 
to correction, I think we would save time. 

MR. LEVIT; Ifnat reports? 

MR. VJINER: There are different annual reports. 

I cr. reading fro:u all the annual reports, Lybrand Ross 
Eros. & Montgaacry. I think that is tlio name of the 
firr.i. 

yv/o 

Will you take these subject to connection, 

/ir. Cilleopie? 

MR. GILLESPIE: I will put down what you cay. 

MR. WIMERi 1957, earnings of 1,656,768; 

1953, 669,553; | 

] 

1959, 235,299. i 

! 

And the record also shows that of those 
235,299, 179,830 were earned in the first throe raonths of j 

the year. 

• t 

DY MRe OTHER; 

. I 

t 

Q Now, would you say that those figures could be j 
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averagod and fairly capitalized? 

A Could ba averaged, I don't tbinX that tiicy 
would be necessarily indicative of what the company was 
worth. Z believe Kr. Allen said that ho debated very ■ 
seriously about — 

0 V7ell ~ 

TTIS COURT: Please don't interrupt hira. 


MJl, WIHER: Yodr Honor — 

I 

THi; COURT: Let him finish his answer. Don't 
interrupt him. 

A (Continuing) Mr. Allen testified tliat they 
sorioualy considered the acquisition of this company not 
on the basis of its earnings but on the basis of its know- 
how to start into the STOL aircraft type of equipricnt. 

Q Is that what' you told then in your opinion 
letter? 


A Where is that letter? 

Q TTliat did you say about capitalized oarni.ngs? 

A I said that was one method of calculating value. 

Q I'm trying to find out about capitalized 
earnings. Let's ^o through your four methods one by 
one — 

THE COURT: Didn't wo go through then five 
cimos? Don't gO' t>4rough them again, please. 
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Iin» I wouU like to ask this wit.'csr;/ 


who wroto this opinion letter, about each of his r^otkoes. 

TIIE COURT: You have already asked him about tl;ai 
MR. h-Il'TUR: but I have no anawors. I have aukwc 
him but Z have no answors. 

THE COURT: ilo has given you the host answers 
ho can. rie has said it a number of tinea. 

Q At what rate would you capitalise earnings? 

A You would have to look at the coni>any again. 

VTiiy docs one company sell at 50 times earnings and anothcr 


at nine or ten times? 


There is no fixed answer that 


you can say that you used a 5 pot* cent rate or 10 per cent 
rate. It depends on the industry. 

0 liow v;ould you capitaliso a company that waa 
making less money each year, going down from one million- 
six to 300,000, to 200,000, and then to a loss of nearly 
a million in throe months? ^Thich figure would you take 
to capitalize those earnings? 

A As I said, it is not a fair v;ay of determining 


But it ip in your letter, isn't it? You arc 


the one who wroto tho letter? 


A I haven't changed my opinion. I still think 
it would be an improper vray to value tho company. 
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Q Now, you BuiJ tho present book value of tiiu 
assets acquired is another way. v;hat was the present 

book value of tho assets acquired? 

A SoBiowhore in the neighborhood of 12 
Q 12,435,000, is that correct? 

A I don't renenbor for sure. 

Nk, WXNSR: Take it subject to correction. 

Q Now, then, with all these four r.t^tl'.ods they 
selected stock prices or a stock price, is that correct? 

A I am reluctant to say they did. They used it 

as A basis of judgraent. 


Mil. WINER; Will you road that answer, iir. 


Reporter? 


They used it what? 

(Last answer road as previously recorded., 

Q Now, I road to you from page 2 of your letter; 

"because of the fluctuations in tho market 
price of tho company's stock between tho date 
negotiations wore autliorized by the board of 
directors and the closing date, wo believe tno 
market value of tho company's stock on tho date 
negotiations wore authorized was noro inuicativc 
of what tho board of directors bolioved to be tho 
fair value of tho assets and business acquired 
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frcxi Vortol." 

Hot// when you have fluctuations in stocV; prices, 
that a <jood kind of situation in which to take the stock 
price as the basis of fair value? 

A That is v/hat they offered in exchange for t:;c i 
assets. Stock. 

Q Isn’t that tl'.o case in all four of these tesre? ^ 

.kren't all four of these tosts provided for the case when ‘ 

I 

I 

tiiey give stock in exchange for assets; or what uero you 
wri'cing about if it wasn't. that? , 

71112 COUIvr: That is argumentative. 

KU. VrillEA: Cir? ^ 

I 

THE COUhT: That is argvimcntativo. I 

i 

Q Mow you have used four methods, and one of th.iu j 

I 

involved fluctuating stock. ' 

lias that the right one to take in tliis kina of | 

1 

situation? i 

A Mr. Winer, tho letter says that because the | 

» 

stock fluctuated wo believe that tho value of tho stock j 

t 

at tho tlTits negotiations were authorised was probably ::.or;j j 
indicative of what the cor^pany thought tho value of the I 

Vortol Company was than any other price. 

Q I tlvink you have recited correctly what tho 


.1 


letter says 


^ V 


ativa. 


HcM, did you boforo — 

THE COURT: I tako it you have witl*drawn your 


ciuostion? 


\ 


ilse? 


MR. WIISR: Eo, X am not withdrawing anything, 
THE COURT: Than are you reading from something 

Are you going to adhere to nty ruling? 

M3., v;iEERi I assume he had ansv;orod, hut 
TEE COURT: I don't )cnow what that assumption 


is basod on. 

Has ^mything happonod since you gave your opinio.' 
pointing out tho four rocthods, or possible ootliods in tl'.o 
valuation of this ot«jck which has led you to change year 
opinion as to the existence of those four methods or ns 
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2Iow X want to ask you whether you thin}: tivnt 


that Was the right method of the four to take in such a 
situation where the stock was fluctuating? 

MR, GILLESPIE: Your Honor# it sooms to me v;c 

have gone over this and over this — 

THE COURT: Yes# we have. We have. 

MR. GXLLESPIE: If he is asking whether this 
witness' opinion today is 'any different than it was in this 
letter# X think the witness can answer that in two aiiiUccs. 

THE COURT: Yes, otherwise it is purely argimicnt- 
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i:o which was preferable in this case? 

TliE WITIIUSS; My opinion would be the sanic today. 
Tiiore is no change in any of the terras or anything else 
subsequent to tlio authorisation to proceed on the 13th 
of liovoiober. , 

Q Kow before you wrote the lotter, which is Ltchibit 
30, did you read up on any bulletins of the Accounting j 

Principles Board or any opinions of the Accounting Principles 

\ 

Board? , 

I 

1 

A At that time I am not sure that the Accoxinting [ 

principles Board was in existence, or if it had boon it had i 

< 

only been in existenco a very short period of time. i 

i 

0 Aro you sorious, 21r. Gorans? ; 

} 

A In 1SC07 ! 

I 

Q Yes, I mean 1960. 

A I don't ronerabor exactly whon the Accounting , j 

I 

Principles Board was established. : 

I 

Q If I Show you opinions back in tho '50s, would | 

I 

that help you? 

' t 

A Yes, if you can show them to m<». 

Q When was it established? Tho first one I ! 

saw was NO. 24 in 1947. 

THE IfITNCSS: Your Honor, he's talking about i 

tho Accounting Research Conmittca, and tho Accounting 
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Principles IJoard was not even heard of at tha. point 
tiro. 

Till: COURT: Did you hoar wliat the witness 
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said? ! 
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I4R. WINER; I did. 

i 

THE COURT: • He said you are talking about sorio- j 
thing different. Ho said there were reports of the 
Accounting Tuisoarch Board. 

! 

Q Didn't I ask you about bulletins or opinions? i 

I 

XTaan did you refer to any bulloti):s of the 
Accounting Rosoarch Boards if that was its nasao, or 

• I 

I 

conmitteo? I 

' I 

THE COURT t You have got the noroo in front of j 

* i 

. I 

you. j 

MR. WINER: According to the book in front of r.c/| 

I 

it says "The Accenting Principles Board." 

I 

I will be glad to ahCM it to your Honor. | 

THE COURT: Is that the way it is printed insido?; 

Q I show you the front page, and it saya "Account- i 

ing Principles Board." j 

I 

A Tha Accounting Principles Board incorporated ti— j 
prior accounting research bulletins into its principles I 

soeio tine subseguent to about, Z don't know, sonowhoro 
around 1960. Ticro was an Accounting Rascarch Bulletin 

Uo. 43 issued about, tkaybe, • 1954 or 1955 which kind of 
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i.ncorpora'ted all principles or all accounting research 
bulletins up to that tirao. , 

Mr. Paul Grauy undertook to review all of tlio ■ 
accounting principles that were in existence, oh, do;nc ti^uo • 
in tlie late 'SOs or early *COs, and the Accounting Principles 
Hoard then kind of adopted them on the basis of his review. 

\ 

1 

That is the document ho is referring to there. There is 
a document in which they brought all of these things , 

together and put them under one cover and they updated 
then about every six months. ' 

t 

0 Wlien Mr. Grady brought all those things together, 

i 

what did he say about how you take stock prices when the t 

• j 

stock is listed and the prices are fluctuating? how do • j 

1 

you find out which stock price to take? j 

A It depends on what you are using it for. j 

Q You 2 u:e using it to value the acquisition of 
Vertol? 

A There is come roforonco in there about using 
price of stock over a period of tine. i 

Q And is that period of time an averaging of before 

I 

and after? , j 

A It could be. I 

Q Is it? I 

i 

A May I Sue the riUterlal you are quoting from? 
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Q I would liko to havo your answer and than I should 
bo glad to show it to you. i 

I 

i 

Ii?v. GILLESPi::; Your Honor, this attorney is ! 
asking the witnee*: to state what is in a book that he has 
in his hands 

I 

j 

MR. .'7IHER: Tnis is an export on cross-cxaniin** 

I 

atlon ~ i 

» 

t 

THE COURT: I don't want arguraent on it. ■ 

Mr. Gillespie is right. The v/itness may look at this 

I 

book or any book in order to answer. j 

Do you wish to look at some document? 

TIIL VTin'IEdS: Yes. 1 can't possibly romcAobor 

I 

everything tliat is in that. book. 1 

Tltd COURT: Have you seen a copy of it? I 

I 

I-IR. GILLESPIE: No, I haven't seen that book, ' 

and I would like to see tl**o book. , 

( 

MR. WINER; I know you would. 

I would like to ask tlie witness — — j 

i 

THE COURT: Excu.'so me. 

I 

MR. WINER: I want to make a record -- I 

i 

THE COURT: Excuse xae a minute. j 

i 

You read from parts of this book. j 

MR, V7I1H5R: I have not, j 

I 

I 

THE COURT: Didn't you read from parts of it? 
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(• 

.t 

>iP.. VJIiTiR: 

R'o, I did not. 

#*. 

i 

Vlii: CCURi: 

vroll, your recollection is bad. 



i'lR. V7I2JER: 

V7oll/ I would liko the record re- 

c 

1 / 

r w‘ad • 



r 

0 

1 

THE COURT: 

Ch, stop your nonsense. 

7 

» 

I; 

MR. V7l:,’ER: 

Sir? i 

0 

.1 

'1 

THE COURT: 

You have the book in your hands now? 

j 

3 

1, 

:| 

MR. V;iN2R: 

. i 

Yes, I have. | 

10 

^1 

THE COURT: 

i 

Mark it for identification. ! 

1 

|. 

1 

WR. WINER: 

It is not ny book, and I would Irke | 

' 

< 

1 

a loose laarkor — 

» 

1 r\ 

i 

TiiE COURT: 

1 

I don't care whose book it Is. : 

i 

*•* 

1 

1 

j 

{ 

MR. WINER: 

X would like a loose narkcr put in. I 

1 

1 - * 

1, 

li 


THE COURT: 

( 

Well, put a loose marker on it. i 

lo i 

H 

ii 

;! 

i 

VJhosc book 

1 

is it? 1 

t 

1 

.7 Ij 

r 

i< 


MR. WINER: 

1 

It is Mr. Pivar's book. 1 

iO || 

ll 


THE COURT: 

Tl'^t is the expert? | 

'l 

Iv , 


MR. T-TTHiR: 

t 

Yes. f 

ILO *' 


THE COURT: 

i 

I know Mr. Pivar would be only too 

2*4 , 

haj>py to turn it over 

to the Court, and we can got any | 

» ;I 

f 

ii 

It 

cop ion wo 

want. , 

1 

■ i 

1 

ii ' 

1 

1 ' 


MR. WINER: 

Uc asked ne to return tills ono to j 

. 1 

ii |i 

1 

kin., your 

Honor. 

1 

t 

1 

•My 


THE COURT: 

WTiSt is so nysterious about this 


1 
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tills? 


MR. WIMER; I am wondorintj mysolf what is so 


mysterious, why this expert cannot answer the question -- 


HHE COURt': Oh, please stop all this nonsense. 
You would be better off to just try this case and stop 


these histrionics. 


(Marked Plaintiffs' Trial Exhibit 7 for 


11 ii 


identification. ) 


THE COURT: Let me see that. 


This is Volume No. 2, issued by the American 


U I 


Institute of Certified Public Accountants. 
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!j _ ^ ' 

2 jj lb says "Volutoc t«o. 2/ issued by tiio *Ar.'^ricaa 

{ i 

^ jj ii^suituto of Cc^rtifxcd Puolic Accouaf anbs • APb accounting 
4 j, principles," ' 

^ || It says. Accounting Principles - original pronounce- 

1 1 

6 i! xnents as of February 1, 1971." 


7 i| 

8 'I 
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MR, GILLESPIE: Doos it bear the date 1971, your 
Honor, this particular booic? 

I 

i’Ui: COURT: Yos. • 

Full text of accounting research bulletins issued by • 
tiio co:rjaittco of accounting procedures. That is in here, 
just as the witnoss says it is. 

What is so mysterious about this book? 

MR, WIRER: I don’t know anything mysterious about 

I 

I 

it. I would like to ask the witness, who is an export, whac ; 

i 

it says about — 

THE COURT I Can you testify as to what a particular ' 

I 

principle says, without looking at tho book to refresh your ‘ 

• > 

recollection? t 

( 

THE v;iTNESS: I am not sure of tho question. I 
think I have to look at that to bo safe . 

TU£ COURT: Ue says he would prefer to look at it. 
How if you want to ask him about any particular 
question you con refer to it. 


HR. WINER: 1 would prefer to ask this question. 
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put it or. tl'.o record, and then we can «jct away frou t.'.ia, or 
stay with it, as your Honor chooses. 

TH£ COURT: To get away from it would bo bettor. 

MR. WIWER: I think so too. 

BY MR. WIN2R: 

0 I want to ask you what the principles of tho 
Accounting Principles Board provide when you are using a 
particular date for dotormining tlxo value of stock giver, in 
an acquisition, 2 ind the stock which you givo is of fluctu- 
ating value? 

A Z can only assume what you are asking provides for 
using something other than a specific date, and Z told you 
earlier that under certain circunuitances — 

TilH COURT: What date would you use v.-..uro it was a 
fluctuating price? 

TIi2 V/ZTMESS: V^oll, your Honor, it depends so mud. 
on what kind of a transaction you are involved witl% . ^f t.4j.S 
company were being acquired on the issuance of stock in an 
open offer where people are turning in stock every day over e 
period of months, then Z tlaink you would have a hard time 
picking one date and paying that was the appropriate date. 

But that is not the case hero. That is why Z have 
problems when ho starts asking xae to pin down something a.*;d 
bo very specific on it, because tho accounting rules are not 
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that rigid. 

Q If I understood or hoard correctly, you said this . 
not a casevhero a specific date was picked — 

A No, I said tiiis was a case where a specific date 
was picked. 

Q Now, then, let mo ask you this question: 

You are acquainted with accounting research 
duxlotin 43, and it was roplacod, was it not, by 4Q? 

A I am not sure of that. 

I 

Q Do you — : 


TKS COURT: Do you want to refresh your rocolloction 


on that? 


14 ii 


16 !' 


THE WITNESS: Ho is talking about the niuubers of 
these bulletins, and they keop reissuing them and they change 
nil the time. 

d Lot me ask you tliis: Is tlioro any bulletin relating 
to what is called Business Combinations, I believe, by the’ 
accountants? Is there any bulletin which allows you to pick 
a date prior to tho coincidence of two factors, agreemiant on 

I 

the tonos and a public announcement of the principal terms? 

Is there any bulletin / anywhere , any place, which permits you ' 

to take a date for acquisition coats whore those two facto - 

have not boon heard? 

€ 

A Z don't know why those two factors should only be 
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Q I asked you whether or not tiicro is any huiiutin 

or — 

7liE COUI^T: You nay finish your answer. 

'Ullii 'JI7NE3S: There is a bulletin on business 
conbinations . It is several pages long, and I can't quote 
to you every tiling that is in it. 

VJINZR: Mo further questions. 

MR. GILLSSPIC: Your Honor, could wo have just two 

uiinu'tos? 

THE COURT: All right. 

(Pause) 

, » 

MR. GILLESPIE: Mo further questions. 

(Vi/itness Excused-) 

THE COliPT: Are you resting now? 

MR. GILLESPIE: Wo are still, your rionor, in t.:o 

defendant's case? 

THE COURT: Yes. 

2<R. GILLESPIE: I have no iM>re witnesses. 

I Lave two offers of evidence tliat I would like to 

raake. One is the dofendants ' requests for aduissio.ns whica 

/ 

wore dated July 14, 1971, to the extent that they have bv.en 
adciittod by t .10 plaintiffs. 

Z would like to offer those in evidence to the 
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c.xtc*'.t tlioy hcivc been aduitted by tho piairiwiilila . 


in it? 


Tlii- COuivT: That ia the ono with all tho statistics 


Mil. GILLESPIE: It has statistics; it has ti'.c 


nc’vspapot clippings and that material. I would offer tlwt 
in evidcnco. 

Tho otl)or ~ 

TEE COUKi't Wait a ainute. 

Is thoro any ob^oction? 

MR, WIwERi I havo no objection to it. 

TilE COURT; Raccivoc in evidcnco. 

MR. GIUjESPIE; Kcw I would Of for into evidence tliO 
paragraphs of the agreed staterKcnt of facts to which t.*o 
detondants have not objected . There has not been a for..ial 
offer of thoso paragraphs in evidence. I now offer t;*ose 
wnd the exiubits that are coiinoctod with thoso paragraphs 
to which wo did not object. 

ThS CGUIw: I understood that all the agreed sta to- 
t-sat of facts were roccivod in ovidonco by s.o. 

i<R, GILLESPIE: If that is tho case, then there 
would be no proolea. / 


TU£ COURT: lA^ich would include tho exlxibits. 

MR. GILLESPIE: Very good. 

THE COURT : And I understood that they were to be 
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rocoivcd in ovid&nco in toto, both by tha plain tiifii and tho 
dofondanta, subject only to objections as to rolevonca and 
i^aueriality . There has boon no objection to relevance and 
.'uateriality hero, and, frankly, if there wore, I would over- 
rule it, because they seem to me relevant. liow material 
they are, I don't know. I Itave compared tliero one witii the 
other. Some of it is repetitious, but, in any event, we 
don ’ t have a jury loro , and ■ X don ' t see that anybody is 
prejudiced. 

GXLL K SPIE : All right. Xf that is your ruling. 

TdE COURT; Are you satisfied witli it? 

MR. GILLESPIE; X am satisfied. 

% 

THE COURT; Are the plaintiffs satisfied with it? 
Xf not put your objection on the record. 

MR. WINER; Now — 

THE COURT; Are the plaintiffs satisfied with it? 

MR. WINER; Sir? 

THE COURT; With my ruling? 

MR. WINER; Yes. ! 

t 

MR. GILLESPIE; Xf that is the case, your honor, i 
the defendants rest. 

I 

MR. WINER; Your Honor, I had thought that tho 
requests and admissions, as part of the file, did not h«.vo 
to bo offered again in evidence. 
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ii . . 1 

2 ; YUiJ COURT: They don't have to, Tuoy nave 

. I . 

'■ aliToatiy been received . - 1 

. 2 ^, WINER: I aid talking about ti:o plainti ..«.3 

- roquosts for ai«ii»»lon. and tho defondanW answors thotato. 

,i 

0 * j think what your Honor ha» received 

7 the COURT: I have considered tliem all in ovroanco. 

o' J 4 R, WINER: Thzuxk you# your Honor. 

y I COURT: They are. in evidence. 
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MR. WINER: Thank you. 

There is one tiny matter . 

Mr. Gillespie said the other day that ha would 
ny word for it that Mrs. Finn sUll owned tho. 53,000 
worth of Booinq bonds, provided I showed hin tiio baido. 

NOW, I didn't bring thois in today, but a will 
Mice it avail-d-le to you at your office whenever you like. 
Is that agreeable? 

HR. GILIXSPIE: That is fine. 

Tiili COUiCC: both siaos rest? 

MK. GILLESPIE: both sides rest. 

Itli COURT: All right, now the case iu oinc lor 

decision. > 

NOW, it wae auggestad on Friday, if ny rucollcc 
aon is right, that counsol aubmit propoaod findings and 
conclusions, togothor with sny B«orsndu« you want, and 
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“ i! aftax 1 wont ovar that, than I waa going to hold a hoarwg i 

li I 

tj and seo if i v/antod orguiaant. j 

jl I did not fix a achodule. We are going to fix a ’ 

j, schedule, and you aon woro to come in today with aoiue proposed 
ij tentative scl-iudulo. Wo discussed a tentative schedule. i | 

don't know whether wo fixed it definitely. 

* ! 

! Now, have you consulted with one another about it?! 

I MR. WECilSLER: Your Honor, you indicated that 

'i you thought about the middle of December -- ! 

i! . i 

THE COURT; Tixo middle or latter part of December J 
!' iUi. WEOiSLER: i would like to suggest that we 

'i 

have until tha end of Oeca.u^er to aubolt proposed findings of : 

■' St ' 

I fact or any briefs. i 

■ I 

THE COURT: All right, I aia not going to rush you 4 

l| I will give the defendants two weeks after 

It * 

Now, What date do you want? Let us make a , i 

jj notation on this so we know whore we are heading. j 

I 

MR. GIIiLESPlE; The end of December would bo | 

rriday the 29th. i 

i 

j MR. WECHSLER; Your Honor, could wo request ' ! 

I , ' 

I THE COURTS Just a minute. I don't like to mako | 

it on Friday on the eve of the holiday. Either make it after ' 
New Years or before. 

MR. WEGISLER; How about January 5th, your Honor? 
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That is Friday. 


Tii£ COURT: January 5th will bo all riyht. By 
January 5th. 

You are going to give the do fondants a copy? 

MR. VICCUSLER: Your Uonor, 1 had assuicod that 
plaintiffs and defendants would both bo roguirod to submit 
on tho sumo date. The evidence is all in. and wo can both 
prepare findings of fact siaultanoously . . 

THE COURT: You can if you want. Maybe that 
would be the bettor way. 

Would that be all right with you, Mr. Gillespio? 


findings? 


MR. GIJILESPIE: , January 5th for tho plaintiffs* 


t:.£ COURT: Well, hotter make it tho 12tiu. 
MR. GILLESPIE: Brief s on tho saioe day, your 


Honor? 


•O 1 1 


THE COURT: Yes. 


MR. GILLESPIE: Plaintiffs' findings on tho lltli? 

" .MR. WIHER: I understood your Honor had said tl;at 
was for both sides; am I incorrect? 

TilE COURT: I think it would be better if every* 
body sub m itted at that time. Both findings and conclusions 
to bo submitted by January 12, 1973. 


MR. GILLESPIE: Your Honor, if we are to oxenange 


;l 

1 li 


II 

•> ,1 


7 

6 

d 

.0 

i i 

12 


ii 

lA |l 
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fivtdir.gs/ which is agroooblo with lae, I wonUcr whether it 
woulcL net bo desirable to have available to both sidos Uio 
opportunity within a week's time to make a comment with 
regard to the other's subaission? 

I 

THE COURT: It is all right with me. I will give 
you ten days after that. The 12th is what day of the month? 

MR. GILI22SPIE: Friday is the 12th, and if we 
could have until the 24tli 

THE COURT: The 24th, all right. All replies on 

the 24th. 

MR. WECliSLER: Xs it ay understanding that tlioso 
replies would be with regard to any coaaents regarding the 
proposed statement of facts as well to tlie briefs? 

THE COURT: Ves , Uiat is what it is supposed to bo. 
All right, thank you very much, I appreciate all 

your help. 


southern district court reporters, U.S. COuHThOuIc. 
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EXHIBIT P-1 - LETTER DATED MARCH 2, 1986 FROM THE 

BOEING COMPANY TO CHASE MANHATTAN BANK 

March 2 , 1966 



1-9500-1-40 


Chase Manhattan Bank> 

One Chase Manhattan Plaza 
New York, New York 

Attentioni John Howard, Corporate Trust Officer 
Gentlemens 

I am enclosing a certified copy of a resolution of our Board of 
Directors regarding the redemption of our 4^ Convertible Sub- 
ordinated Debentures zmd a certificate identifying the officer's 
mentioned in this resolution. 

In accordance with the terms of the resolution and the Indenture 
dated July 1, 1958 between Boeing Airplane Company (name changed 
to The Boeing Company) and The Chase Manhattan Dank, we would 
like to redeem all of the outstanding debentures. The redemption 
date we have selected is April 8, 1966. The redemption notice 
should be published In the Wall Street Journal (all editions) on 
March 8 and 18, 1966. I understand you will make arrangemerts 
to have the notice prepared and published, and thaft we will have 

an opportunity to review a draft before publlcatiofi. 

\ 

The Company is not now in default in the payment of 'any Senior 
Indebtedness, and the redemption of the convertible subordinated 
debentures will net result in a default in any covenant contained 
in any indenture or other instrument pursuant to which Senior 
Indebtedness is outstanding. 


Yours very truly, ’ V. 

THE BOEING COMPANY 

','1 

i‘ M. 

Dean D. Thornton 
Treasurer 


i 

I 

II 

5 

1 


• i 

1 

i 

'1 
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EXHIBIT P-2 - DEPOSITION OF HAROLD W, HAYNES 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


WILLIAM R. VAN GEMERT, et al. , : 

Plaintiffs, : 


-against- 

THE BOEING COMPANY, et al., 


Defendant:s, 
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Deposition of defendant THE HOEING 
COMPANY, by HAROLD W. HAYNES, taken by plain- 
tiffs pursuant to notice and stipulation dated 
April 4, 1969, at the offices of Messrs. Davis 
Polk E Wardv;all, 1 Chase Manhattan Plaza, New 
York, N. Y. 10005, on April 9, 1969, at 10:00 
a.n. , befora Kenneth Sofronr.ki , a G!»oi>thand Re- 
porLei’ and Notary Public of the State of Nev; York, 


fi . /•> \ y 

L Cor!in-J r.rorS-ri 


25 ETON ROAD 
RocKViL'.t CeNTnE, N. Y. 
RO. 6-7000 


ICO NASSAU STRF.FT 
New York, N. Y. tooso 
WORTH 4-3507 
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APPEARANCES : 

Messrs. NATHAN MAMMHEIMER ASCHE WINER 6 FRIEDMAN, 
Attorneys for Plaintiffs, 

295 Madison Avenue, 

New York, N. Y, 10017 
■; BY: N0RMA^J WINER, ESQ., 

i Of Counsel 

Messrs. MATSON KASS GOODKIND 6 WECHSLER, 

Attorneys for Plaintiffs, 

60 East 42nd Street, 

New York, M. Y. 10017 
BY: STUART D. WECHSLER, ESQ., 

V Of Counsel 

IRVING STEINM^\N, ESQ., 

Attorney for Plaintiffs, 

11 Park Place, 

New York, N. Y. 10007 

ABRAHAM E. FREEDMAN, ESQ., 

Attorney for Plaintiff Edv;ard Mittler, 

36 Seventh Avenue, 

New York, N. Y. 10011 
BY: STANLEY B. GRUBER, ESQ., 

Of Counsel 

Messrs. DAVIS POLK S WARDV.’ELL, 

Attorneys for Defendants The Boeing Company and 
Thomas R. V/ilcox, 

1 Chase Manhattan Plaza, 

New York, N. Y. 10005 
BY: S. HAZARD GILLESPIE, ESQ., 

ROBERT F. DOBBIN, ESQ., 

WILLIAM H. LEVIT, JR., ESQ., 

Of Counsel 

Messrs. PERKINS COIE STONE 6 OLSEN, 

Attorneys for Defendants The Boeing Company 
and Thomas R. Wilcox, 

1900 Washington Boulevard, 

Seattle, V-’ashington 9 8101 
BY: DAVID E. V/AGONER, ESQ., 

Of Counsel 
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11 

12 
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14 
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16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


ALSO PRESENT: 

MRS. HAJIflA ILUE, 
35 Cornell Drive, 
Great Neck, 21, Y, 


oOo 


3 


I 


I 

I 


I 


IT IS HEREBY STIPULATED AND AGREED, Ly ! 

and between the attorreys for the respective parties ! 
herein, that the coalinn, filing and certification I 
of the within deposition be waived; that such deposi- j 
tion nay be signed and sworn to before any officer i 

authorized to administer an oath, with the sane I 

force and effect as if signed and sv.’orn to before j 

tnc officer before whom said deposition is taken. 

IT IS FURllJER STIPULATED AND AGREED that 
all objections, except as to for;a, are reserved to ' 
the tine of ti'ial, | 

i 

IT IS FURTHER STIPULATED AND ACRinjD that ! 

I 

counsel for plaintiffs shall furnish a copy of the 
within deposition to counsel for defendants, without 

i 

cost. ! 


oOo 


MR. GILLESPIE: I would like to make a brief 

• '* I 

staco^.ent ''.nsut our ^ ositlcn v/ith rsgarJ to tlia d; posi- 
tions of Mr. Haynes and tliat of Harold Olr.en v’hich ! 


co.WmErcc- reporting CO. 
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will follow Mr. Haynes. V/e plan to follov/ very closely 
the ansv/ers to interrogatories because I assume you , 
just will be asking questions which go beyond the ' 

I 

emswers to interrogatories as to events and facts ' 

1 

and occurrences that may have been observed by the ' 

I 

witnesses, but if from time to time we feel >that ' 

you are on the subject of an interrogatory, we nay ' 

1 

interpose an objection under those circunstcinces. j 

I assume your examination will be to the outside j 

items of the interrogatories and the ansv/ex's. • 

j 

MR. WIHHR: I suggest that we complete j 

those things as vjc come to them, 

HAROLD , HAYNES, called as a witness 

by plaintiff, having been first duly sworn by the | 

Notary Public (Kenneth Sofronski) and stating his j 

residence as 2 Holly Lane, Mercer Island, IVashington, ! 
testified as follows: 

EXAMINATION BY MR. WINER: 

Q Mr. Haynes, ^.’hat position do you hold in The j 

Boeing Company? ! 

1 

I 

A I am vice-president of finance. 

Q V/ere you with The Boeing Company in June and 
July of 1958? 

i 

A I was. • j 

COMMERCE REPORTING CO. | 

150 HASSAU STREET, NEv*? YORK. N.Y. >0038 • WO.»l< ^•3;67 
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2 Q What was your position at that time? 

3 A I was assistant controller. 

4 Q How long have you held your present position? | 

3 A Since 1961, 

® Q At the time in 1966 when the UJs’s of 19 80 were 

7 called, were there any other bond issues of Boeing out- 

8 standing? 

9 A There was outstanding a straigljt debt issue, 

10 ^ public debt issue. ’ j 

11 Q What was the title of that issue? ! 

I 

12 A It was five per cent of 1958. j 

13 Q You say of 1958? ' 

14 A I would have to recheck that but I think that is 

15 correct. In 1958 there was a straight bond issue, a 

16 straight debt issue, 

17 Q What was its maturity? i 

• i I 

18 j A I would have to check that. I did not participate’ 

19 in that. ! 

20 Q that issue still outstanding at the time you 

21 made the call in 1966? 

I 

22 ^ ^ think this is all in the annual ! 

22 reports of the company, copies of v;hich you have. 

24 ^ still oi'.tstanding? 

25 ^ portion thereof is still outstanding. Again, S* 
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that will be readable by a court. j 

MR, GILLESPIE: I just want to keep close ^ 
enough so we really don’t get into a repetitive 

I 

operation, 

MR, DOBBIN: I direct your attention to 

I 

page 7, Interrogatory 5, and the answers thereto 

i 

which I think answers the question you asked. i 

MR. V;iNER; I am not satisfied that those 

I 

are sufficient, Mr. Dobbin. ’ ‘ 

(The question v;as read, ) 

MR, GILLESPIE: You may answer, ! 

A I guess I would have to have a clarification on 
the question, as is indicated in the answer to the interro- ^ 

I 

gatory, there were conversations prior 'to 1966, namely, 
back in the early 1960 's. Is that what you arc referring ' 

to? ! 

♦ 

I 

Q If it was earlier than 1960, I would like to ! 

know when. 

MR, GILLESPIE: You mean earlier than the | 

I 

ones he just mentioned in 1966? 

A Again, I think that has been produced -- we have * 
documents on that subject, 

MR, GILLESPIE: I believe you just testified 1 
that there were some conversations in 1960; is thst 

CO^^M^9CE RCPORVIf.’G CO. 

150 fJASSAU STfitET, I'.IV/ YO.IK, H. Y. 1C03& • V/Otih 4-3567 
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follows ! 

"This opinion (referring to an opinion 
of Harrinan £ Ripley) was based primasrily on the 
fact that potentially tlie redemption would remove 
possible dilution and would indicate a degree of 
confidence on the part of the management as to the 
future j" 


I 


1 

I 

I 

I 

I 


I 

I 


S» 

10 

11 

12 

13 

14 

15 i! 

i 

16 : 


17 


18 i 

19 

20 
21 


22 

23 

24 


25 


and to the statement in the second paragraph below that: 

"This would not only defeat our basic ob- | 

i 

^ective of avoiding dilution but would also result ' 
in our having to capitalize the unanortized debt 
expense which, at May 31, 1961, amounted to approxi- 

I 

mately $425,000." I 

I 

What \ras your participation, if any, in the draw- ' 
ing of the memorandum from whicJi I have just read? ' 

I 

A It is my recollection that I did draw the memoran- 

I 

dun or participate in it or was responsible for the drawing ■ 


of the neraorandun. 


Q When you said that it v/as your basid objective 
to avoid dilution, what did you have in mind, as far as 
the point of view fr*o;n which this was a basic objective? 

MR. GILLnSPIE: I object to the quesl’lon. 
If the idtness undemstandr- it, all right, but if he 
doesn't, perhaps you night i->ophrase it. 
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Before we get any further in asking ques- 
tions about this nemorandum, it might be desirable 
to mark it for identification first so at a later 
time we know exactly what W3 are talking about, 

MR. WINER: Mark it Plaintiffs* Exhibit 
1 for identification. 

(Draft of 6/28/61, entitled, 

••Four and one-half per cent sub- 
ordinated convertible debentures,” 
marked Plaintiffs* Exhibit 1 for 
identificatioh, as of this date.) 

Q What did you moan when you said the basic object- 
ive was to avoid dilution? 



MR. GILLESPIE: Perhaps the witness would ! 

I 

I 

like to look over the entire memorandum before answer- ! 


ing that. 


MR. WINER: I am quite agreeable to that. ' 

! 

A I think if you read the total paragraph on page i 

I 

t 

8, the total section of other factors, it is self-explanatory 

i 

what I meemt. ! 

I 

Q Would you mind explaining it to me, because I i 

I 

am not all that clear. ; 

I 

MR. GILLESPIE: Perhaps you might read | 

into the record wliat you think is the explanation. j 

THE WITNESS: On page 8, under the section ' 
of "Other factors," it states, "A risk that should be j 
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J 


fully xinderstood certainly stock price levels 
during the periods and the dates of the call notice 
to the redemption date. If during such periods the 
market for Boeing moved up to a point fairly close 
to the $52.25 redemption price, conversions could 
be forced." 

Q I am still too thick to understand it. I would 
like to know what you meant in plain English about the 
basic objective to Boeing to avoid dilution. j 

A I think if you read the overall memorandum, the 

j 

subject of it is a call of the debentures at a point in | 
time when the market price was below -- the redemption 
price was above the market price of the stock. 

Q I read that and, therefore, what you are saying, 
and I don't wish to say it for you, except I can't seem 

to get you to tell me — I would like to knov; if what I 

! 

you are saying is if the market price was below the re- 
demption price that conversion or redemption or both would 
result in a dilution. 

MR. GILLESPIE: I object to the question ! 

as being argumentative and incomprehensible. 

Q What would cause a dilution? 

A The conversion of the debentures into capital 

j 

stock. j 

I 

COMMERCE REPORTING CO. ! 
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Haynes 696a 12 j 

i 

I 

Q In what way would that be a dilution? j 

i 

A It would increase the number of shares of capital 

( 

t 

stock outstanding. I 

I 

Q And your basic objective, then, was to avoid 

I 

the increase in the number of shares outstanding? ; 


MR. GILLESPIE: You mean at that time? I 

i 

MR. WINER; At that time. i 

I 

t 

A At that time, this is a memorandum that I prepared 

1 

I 

on the overall subject of the status pf the convertible ' 

i 

debentures at that particular point in tine which discusses 
the possibilities of calling the debentures at a point j 

in time when conversions would have been nominal, if the | 

market price was under the redemption price. j 

I 

Q What would have happened if the issue was called 
at a time when the market price of the stock was belov; 
the conversion price? 

A If the market price of the stock was below the ' 

i 

conversion price, the debenture-holder could look at the * 

I 

two values and presumably they vjould have redeemed as ! 

opposed to converting. | 


Q Then \;hat kind of dilution would there have been? 


A I would have to go back and check the figures 
as to the number of shares outstanding. 

Q There v;ould have been none if they redeemed. 


j 

• 

I 

\ 
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if there -- 


HR. GILLESPIE: I object to the question 
as argumentative. 

Q I thouBht you just stated that there would have 
been redemption rather than conversion! am I correct? 

I MR. GaLLESPIE: Again I object to the 

question. I think it is hypothetical and you are 
arguingwith the witness. He has made clear what 
his meaning was in regard to that: phrase. I think 
we had better move on to something else. 

^iR. WINER; I will accept your explanation. 
If he has made i- clear to you, he has not made it 
clear to me. Do you wish to explain? 

MR. GILLESPIE; I do not. 

MR. WIMER; Then I will ask again; 

Q What did you anticipate when you wrote that 
memorandum would happen if the bonds were called for 

redemption at a time when the stock was selling below the 
redemption price? 

A I think I already answered that question that 
the bonds would be redeemed. 

Q If the bonds would be redeemed, in what respect 
would there be a dilution? 

A rhore would be no dilution. 
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Q What was your anticipation when you stated in 
the draft that there would be some consequences if, in 
the periods between the call and the redemption dates, 
the stock rose almost to the redemption price? 1 

MR, GILLESPIE; Do you understand the | 

question? i 

THE WITNESS; V/hat was my anticipation? | 

Again, I think the memorandum is quite clear on that j 
point. , j 

Q Would you please tell us? 

A I v/ill read you the sentence. 

"If during such periods the market for 

I 

Boeing moved up to a point fairly close to the $52.25 ! 

redemption price, conversion could be forced." j 

Q Was it, therefore, your purpose to avoid conver- | 
sions? 

MR. GILLESPIE; I object to the question. 

MR, WINLR; I press it. If you wish to have ■ 
an answer or not, that is up to you, i 

I 

I 

MR, GILLESPIE; I wonder what part of the j 

I 

stipulation you are examining under, Mr. Winer. 

MR, WINER; I am examining with respect 
to the call or redemption and with respect to the j 

cons5 deration of notice giv...) to stockholders and , 

COMMENCE RtPOriTING CO. j 
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the purposes therefor. 



MR. GILLESPIE: In 1966? 

WIHER: 1966; if their motives were 
^i^^crent in 1961} the witness can say that. 

MR. GILLESPIE: I object} and advise the 
witness not to talk about the situation in 1961. 

We have }iad ’ enough of background, 

MR. WIHER: All right. When I say} "All 
right}” I say until a ruling, 

I v;ill ask that the nemorandun produced 

by defendants* attorneys} dated July 20} 1961} be 

marked as Plaintiffs* Exhibit 2 for identification, 

(Memorandum dated July 20, 1961, 
marked Plaintiffs* Exhibit 2 for 
identification, as of this date,) 

Q I show you Plaintiffs* Exhibit 2 for identifica- 
tion, and ask you whether you saw it at or about the tine 
it v;as written, 

A I don*t recall, 

Q Who was Mr, Prince? 

A Hevas vice-president of administration and seci^a- 

tary of the company, of The Boeing Company, 

Q your table of organization, was he a superior 

to you as controller or assistant controller, or was ho in 
a differe/. t division? 
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I 

2 

A He was not superior to me in the 'sense that I 

1 

J 

3 

did not report to him. 

1 

4 

Q Was there any further discussion that you know 

j 

5 

about with respect to the redemption of the Uij's of 1980 


6 

between July 20, 1961 and the year 1965? | 

7 

A To my recollection, there was not. ! 

8 

1 

Q Was there some discussion with respect to the ' 

9 

rcdeniption of these debentures in the year 1965? 

i 

10 

A I cannot recall specifically when the first dis- 

1 

i 

11 

cussion with respect to the call of the debentures occurred. 

1 

j 

] 

12 

Q With reference to the meetinc date of the board 

i 

i 

1 

13 

on February 28, 1966, how much time elapsed between the 

1 

1 

i , 

1 

14 

first discussions and that meeting? 

1 

15 

MK, GILLESPIE; I assume you mean approxi- 


16 

mately? 


17 

( 

Q Approximately. 


■ 1 
•18 

A The first discussions between any parties? 


19 

Q Yes, sir. i 

1 


20 

1 

A It is indicated in the answer to the interrogatory 

• 

21 

There were preliminary discussions in January and February. ' 

i 

22 

I caiincc be precise as to when those discussions did occur, j 

23 

Q I call your attention to the answer to the in- j 

24 

terrogatory which is before you Interrogatory No, 5, and j 

i 

i 

25 

it says, "Prior to 1966 there wrre various conversations." 

1 

I 
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Does that refer to the 1961 talks or does that refer to * 
conversations in 19G5? ! 

I 

A It refers to the 1961 discussions, specifically, I 
and to the best of my recollection, as I indicated earlier, ' 
there were no further conversations until we started dis- 
cussions with respect to the call that occurred in 1966. 

Q So those discussions were in January and February ' 
of 1966; is that correct? 


A To the best of my recollection, yes, sir, ! 

I 

Q According to the answer to Interrogatory Ho. 5, ' 

the preliminary meetings v/ere held by you and Mr. Allen; 
is that correct? 

A That is correct, 

Q Would you tell us the substance of those discus- 
sions? 

A As indicated in the answer to the interrogatory, 

I did, during January and February, have a number of con- • 

president of* 

The Boeing Company, which discussions covered generally j 
the potential financing requircraents that faced the company | 

In connection with those discussions, my recollection is ‘ 

! 

that I did indicate that if we were to proceed with a ^ 

financing program, that consideration should be given to thi 


call of the outstanding four-and-a-half pr.r cent convertibl i 
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1 

I 


debentures! if equitable financing was to be involved 

i 

in that program, I 

Q Did you say why? j 

j 

A I do not recollect the details of those discus- 
sions, but if the rocisoao for the call v;ere discussed, 
they would be in line with the answers that have already 
been given to you in the' in'.:»?rrogatorics. | 

Q Before calling your attention to any specific ' 

I 

I 

matters which might have arisen, I would like fov you to 

i 

give us your best recollection of the substance of the 
conversation that you had with Mr, Allen as to why the 4lj's^ 
have been or should bo called. j 

A As I indicated in answer to an earlier question, | 

the principal subjects of my conversation with Mj?. Allen j 

i 

I 

involved the overall financing requirements of the company. | 

I 

Di^ring tl>e course of those discussions, it is my recollec- 
tion that I probably mentioned it v;ould be desirable to 
call t)ie four-and-a-hnlf per cent convertible debentures 
that v.’ore outstanding, if equitable financing w^s to be ; 
required. I do not rccaJl specifically v/hether I went j 

into a detailed discussion with Mr, Allen at that tine witlJ 

! 

respect to the reasons for thatconclusion, | 

Q Had you some reasons for it? ; 

A As I indicated in an answer to an earlier quostic.'., 

i 

I 
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I had those reasons and they are set forth in answer to 
one of the interrogatories. 

Q Would you please tell us what the reasons were? 

MR. GILLESPIE; I think if they are sot 
forth in the answers to the interrogatories — 

MR. WINER; Would you please point to the 
interrogatory so that v/e, at least) have that answer? 

A It is included in the answer to Interrogatory 
Ho. 6-D. 

Q Mr. Haynes, I should like for you to either re- 

read your answer to 6-D, or to tell us that you have re- 
read it and are familiar with it, and I should like to 
knev; whether that contains all of the reasons in your 
mind for the calling of the of 1980, 

MR, V/IMER; May we understand that from 

i 

I 

here on, when v/e talk about the debentures, we arc ■ 

t 

talking about the Ulj's of IS 30? ! 

I 

MR, GILLESPIE; Agreed. | 

A I think the answer to that question is yes. ! 

Q Was there any consideration given to any re- j 

I 

strictive clauses in the debentures or in the indenture 

I 

underlying these debentures with respect to further financ- j 
ing? I 

HR, GILLESPIE; I object tc tl»e form of the 
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question. You r.ioan any consideration by Mr. Haynes? | 
MR, WINKR: Yes, by Mr. Haynes or by Mr, 

Allen in his conversations with Mr. Haynes. j 

MR, GILLESPIE; Perhaps, to make the ques- ^ 

t 

tion more understandable to Mr, Haynes, you might | 

i 

tell him the restrictive covenance that you arc 
referring to, 

MR, WIMER: I would like to knov; his re col- ' 
lection rather than mine. I have' rcstudied. I 

! 

would like to have him testify. 

MR, GILLESPIE; I object to the form of 
the question. 

MR. WIIIER; I don't think there is anything 
wrong with it. 

Q V/ere there any restrictions in the indenture whic> 
affected your thinking about the call of the debentures? ' 

I 

. MR. GILLESPIE; Again, Mr, V/iner, I think | 

you are using the v/ords "restrictive covenants." ! 

! 

I think you have to identify more clearly what you 

I 

are talking about before you can expect him to give j 

I 

an accurate answer to the question. 

Q Were there any limitations on any of the debt 
financing by Ro' ing expressed in the indenture? { 

I 

MR, GILLESPIE; For these debentures? j 
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MR. V;iNER: Yes. 

MR. GILLESPIE; Would you like that docu- 
ment before you? 

THE WITNESS; I think so. The document 
which IS in the record. 

MR. WIWiR: I have no objection to him 
3 oalna t!.e document, but I am tryinj; to find out 
about the conversations about that testimony, and 
I would like to know whether he h’as any recollection 

at this time that there was in his mind at that time 
limitations on financing, 

MR. GILLESPIE; I have no objection to your 
asking that question after the document is in front 
of the witness so we can look at it first. j 

MR, WINER; Unless I am mistaken about 
the Rules of Evidence, andt 3 iis is quite a possibility, ! 
X think that he should first state whether he has ! 

a reccllecticn and, if he nays he has none, then he 
is entitled to look at the document to refresh his 

i 

x'ecollecvion. ! 

MR. GILLESPIE; I think you must first lay 
a foundation as to the items you are talking about, \ 
and you Jiave not done tliat. Once you do that, I tliink ^ 
you ara cnvitled to have his recollection. 1 
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I 

I 

MR. WI?I£R: I will state the question once 
more, and then you handle it your own v/ay. I 

Q At this time do you recall whether there were ’ 

I 

any limitations in the indenture underlying the debentures 
with respect to other debt financing? Have you any present 
recollection of such a limitation? I 

A My recollection is that there are provisions in | 

the indenture with respect to other debt financing. ! 

I 3 

Q No;; I will ask you what I asked you before. 

Do you know whether those limitations were in your mind 
in January 1966? 

MR. GILLESPIE: Are you asking him did 
he knov; of them in 1966? 

MR. V/IMER: I think the reporter should re- 
read it. 

(The question was read.) 

^^R. GILLESPIE: I object to tlve form of 
the question. I have no objection if you ask did 
ho knov; of them at that time, 

Q Did you know of them at that time? 

A I knew that there v;ere covenants in the indentui'c 
with respect to the level of debts permissible. 

Q Did that knov.’ledge enter into yoiir consideration 
of whether the issue should be called? 
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A At this point in time, I can»t recall specifically 
whether that knwledge wes Involveo in my diecuselons with 
Mr. Allen. I am sure that, knowing of the covenants, 

I 

it would have been a factor, althougli not specifically . 

d iscussed v;ith Hr. Allen. ' 

I 

< 

Q V/hat factor would it have presented? ^ 

A Just awareness that those covenants did exist. j 

Q How would that affect the financing that you were . 

talking about with Mr. Allen? ’ 

A Since the di.scu.-3bione witli Hr. Allen were very j 
preliminary and general, it probably did not affect the ! 

discussions with him. I 

i 

Q Wan there any discunsion about calling the other I 

outstanding debt issue which still remains outstanding? 

A iVo, there v.'as not. 

Q What was the price of Hosing stock at the time I 

that you had the discucsions with Mr. A13en in January j 


1966? 


MR. CILLIZSRIi:; Mr. Winer, might I suggest 
that you try to fix the date of the discussions and 
then the record will show what the price was? 

MR. WINER: V/e can't find the price by an 
approximation. If you want to fix the dates, we will 
have U-your vmy, but wc have to do it one way or the 
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other. 


MR, GILLESPIE; Maybe you should ask him 


if he knows the dates, 

Q w*hat were the dates on which you spoke with Mr. 
Allen? 

A As I indicated in an ans.-zer to an earlier ques- 
tion, I do not recall specifically what dates those meet- 
ings occurred on, 

Q According to the anoxzer in fhe interrogatories 
to which you referred. Mo. 5, they wei'e held in January 
1966; what was the price range approximately of the stock 
at the time you were conducting these talks witli Mr. Allen 
in January of 1966? 

Mil. GILLESPIE; If you know. I thirik we 
have the record on th’s, 

A I would rather refer to the record. 

MR, WIMER; I have no objection, 

MR, GILLESPIE; May \/e take a brief recess? 

(Whereupon, a bidof recess was taken.) 

A The answer to the open question in referring to 
the financial chronicle, it is indicated that the range 
of the price of Boeing stock in January was from approxi- 
mately $130 to $172 a share. 

Q Whatvno the price on January 31, 1966? 
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A V/o have only the high and low on that date . which ■ 
is a range of $164 to $172. The close is not indicated j 
in the conunercial and financial chronicle. | 

I 

Q In the talks which you l;ad with Mr. Allen, did ' 
you refer to the price of the bonds in the light of the 

i 

stock price? 

* 

MR, GILLESPIE: You mean the debentures? ; 
MR. WINER: Yes. j 

A It is ny recollection that 1 did not. j 

Q What conversation was there about the debentures | 

witli respect to the conversion and redemption, if any? | 

A As I have indicated in ansv;ering your previous 

i 

question, to the best of my recollection, the only conver- 
sation with respect to tlic debentures v;as that we should 
consider calling the debentures as a step in an overall 
financing program involving equity, 

Q Mr, Haynes, I wish you v/ould take your time and ' 

I 

give us the fullest recollection that you have of \;hat you | 
said to Mr. Allen and v;hat Mr. Allen said to you with re- ! 

I 

spect to the debentures, 

A I have already given you my fullest recollection ! 

I 

and, to the best of my knowledge or to the best of my 

recollection, Mr. Allen did not say anything witli rcsncct * 

* • 

to my suggestion that we should give consideration to calling 
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I 


I 

the debentures, ' 

i 

I 

Q I will ask you one more question on that, Vlas 

( 

anyxhing said about dilution of the stock by conversion 

I 

of the debentures? i 

I 

A No, 

Q Was anything said as to urgency of refinancing? 

i 

A Will you define "refinancing”? 

Q Any kind of issuance of a nev; security, 

I 

' I 

A As I have indicated in ansv/er to an earlier ques- j 

I 

tion, there v7oro general discussions as to the potential | 
magnitude of our financial rcquix'cments. The discussions 
at that point in time irore general but did include the pos-| 
sibilities of an equity issue, 

Q V/as anything said as to ;;hcther it was urgent, 

I 

that it be done immediately? 

j 

A To the best of my recollection, we talked in I 
terms of the financial requirement, the potential timing 
of those requirements, but did not specifically discuss 
any kind of a financing sc?*.cdule, j 

I 

Q Did you say to Mr, Allen or did Mr, Allen say to [ 

1 

I 

you that this must be done innediately, the call of the | 

I 

I 

d ebentures? 

liR. GILLESPIE: I object to the question as 
being ropetitioir. and advise tliC witness not to ansv/cr'. 


COMMERCE REPORTING CO. 

150 NASSAU SIRECT, NEW YORK, N. Y. 100J3 • VVOrffi 4-3567 


Haynes 


7\\a 27 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

I 12 

13 
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•18 
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20 
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MR. WINER: On that ground T will accept 
it, if you feel that the witness has fully answered 
it, Mr. Gillespie, but then I think we should take 


your statenent that he has answered it as part of the ’ 


ansv;er . 


MR. GILLESPIE: I think he has answered 


that question by answers to previous questions. 

Q On January 31, 19G6, according to the answer by 
you to Interrogatory 5, there was a preliminary review of 
possible financing plans at the board of directors’ meet- 
ing held in Seattle. Were you present at that meeting? 

A Yes. 

Q Were you then a director of the company? 

A Ho. 

Q Did you moke a presentation with respect to the 
possible financing plans? j 

I 

A No. i 

t 

I 

Q Who did nako the presentation, if there was one? | 

A It is my recollection that there was no presenta- ' 
tion as such. That Hr. Allen did discuss, in seneral | 
terms, our currant programs, the requirements with respect ' 
to those progra,ns. He did discuss the potential programs, i 
especially the 747, and did indicate to the board that the ^ 
potential financing requirements with respect to our total 
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operation were such that vje had under consideration an 
overall financing prsDgram, 

Q Did Mr. Allen mention the debentures? 

A To the best of my recollection, there was no 
specific discussion of the detailed financing program, 

Q I would like to know whether he mentioned the 
debentures, 

A I cannot specifically recollect whether he did 
or didn't, , 

Q Do you recall whether anyone else at the table 
mentioned the debentures? 

A I cannot recall whether anyone did or did not, 

Q Have you any knov;ledge that any director, other 

than Mr, Allen, was av7are as late as January 31, 1966 of 
consideration of a call of the debentures? 

MR, GILLESPIE: Excuse me, \7ould you re- 
peat that? 

(The question was rcavi.) 

MR, GILLESPIE: Do you understand the ques- 
tion? 

THE UIYIJESS: Yes. 

A As I indicated in ansv;er to a previous question, 
I do not recall specifically whether the subject of the 
debentur •: 'was m.-.ntionod hy Mr. Allen. Very possib.ly ix 
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was. 

Q Have you a recollection of any other director 
dseuBSing the subject outside of the meeting of the board 
on January 31, 1966? 

MR, GILLESPIE: You mean prior to January 
31st? I 

MR, WINER: On or prior, j 

A I have no specific recollection. i 

! 

Q According to the answer to Interrogatory No, 5, 

on February 18, 196C, a meeting was held in which you par- j 
ticipated. 

MR. WINER: Off t''e record, 

(Discussion off the record.) 

Q Is ^ any of the other people named in that answer 

I 

as attending the meeting associated with Boeing other than ' 
you? 

A No. 

j 

Q On February 24, 1966, there was a meeting among j 

you, )-Ir. Thornton and Mr, Olsen, at the Boeing offices. i 

i 

What was the subject of that discussion? | 

I 

A It is my recollection that at that meeting we 
discussed tentative time schedules for a financing program | 

or the initial steps of an overall financing program, ! 

» 

Q Wiat van said with respect to the debentures? 

I 
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A Included in the discussions, wss that the call 
of the debentures should be an integral step in such a 
financing program, 

Q You said that you talked about a schedule; what 
was said with respect to the debentures and the schedule? 

A In connection with the preparation of the sched- 
ule, the dates were included in the tentative schedule 

with respect to the timing of the notice and the redemption 
period. 

Q What was said with respect to the debentures? 

A Do you mean by that what was said with respect 


to dates? 


Yes, 


I 

A I think it is ny recollection that the dates that ! 
were discussed are the same dates t},at appear in the sched- I 
ule, the tentative schedule that Mr. Olsen discussed at 
that Tebruary ?3-i:u meeting of the board. I 

I 


Q Have you any recollection of what those dates 


wore? 


A As I recall, the dates were for publication — 
this is in the tentative time schedule that was being dis- 
cussed. It was for publication on March 7th or 8th with 
the redemiption on April 6th. 

Q Hava you a copy of the memorandum which Mr. Olson 
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prepared or had with him at the February 28th meetinc? 

MR. GILLESPIE; I think this has been pro- 
duced to you people. 

MR. WIHER; Off the record. 

(Discussion off the record. ) 

Q Was any memorandum made by you or by anyone in 

your presence with respect to the meeting of February 24. 
196G? 

A Do you consider a draft of a time schedule a 
memorandum? 

MR. V/IMERs I would, yes. 

A It is my recollection that it would be possible 
that Mr. Olsen, in connection with that meeting — we did 
develop a tentative time schedule that was further re- 
fined for his use in his presentation to the board on 
February 28th. 

Q Have you a copy of that memorandum, Mr. Haynes? 

A I think, as indicated, of the February I do 

not have. 

MR. WINER; Is there such. Mr. .Gillespie? 

MR. GILLESPIE; I think v/e can locate a copy 
of that memorandum. 

MR. WTNEP; Could we, before the conclusion 
of this deposition, have that? ! 
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MR. GILLESPIE: Yes. 

Q Mr. Haynes, was there any discussion in this I 

I 

three-way conversation as to protection for such debenture- ^ 
holders as ni^ht not receive notice by mail of the redemp- ' 

tion? I 

A To the best of my recollection, there was not. i 

We were just talking about the schedule. j 

Q Between February 24th and February 27th, which i 

is the date of the next meeting according to the answer ! 

j 

to Interrogatory No. 5, was there any consideration given ' 

by you personally or by you in conversation with others | 

as to possible losses to debenture-holders who did not ! 

receive notice? 

MR. GILLESPIE: I object to the forra of that ! 

! 

question. I think that you have got to lay a founda- , 

j 

tion before you put that question. It assumes various J 

I 

states of fact. It assumes a debenture-holder not ' 

i 

receiving notice — we, of course, take the position 

! 

that debenture-holders did receive notice by reason i 

of carrying out the steps called for in the indenture. ' 

I 

1 

I understand you say there are cases where they did ; 
not, in fact, receive a notice, but when you put a 

! 

question as you did just now, without laying a proper j 
foundation, it is subject to different interpretations, 
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2 

( 

when it is answered. 


3 

Q Did you consider or discuss at the meetins on 


4 

February 24th or at the meeting of February 27th or at | 


5 

any tim^s in between the form of notice which would be ' 


6 

1 

given to debenture-holders? ' 


7 

A No. 

f 

i 


8 

Q Was Mr. Thornton at that time a director? 

I 


9 

• 

o 

< 

! 

1 

I 


10 

1 Q Was Mr. Olsen at that time a director? 

1 

1 

1 


11 

• 

o 

< 

i 

1 

1 

1 

1 

1 

12 

Q On February 27, 1966, when you met with l^r. Olsen 

1 


13 

and Mr. Allen, were the debentures discussed? 

1 


14 

A It is my recollection that those discussions 



15 

involved a review of the resolutions that Mr. Olsen had 



16 

1 

drafted for presentation at the February 28th meeting, and ' 


17 

• i 

very possibly the time schedule that he was also going to ! 

i 

GO 

present at the February 28th meeting, which tentative time ' 

* 

19 ' 

schedule did have the dates referred to earlier in it, i 


i 

20 

Q Was there any discussion, so far as the tima j 



21 

schedule vras concerned or otherwise, of the debentures? 


9 

22 

1 

A To the best of my knowledge, there was no specific’ 


t 

23 

discussion with respect to the debentures. 

1 



24 

1 

Q Do you know whether Mr. Allen participated in * 



25 

any discussions with respect to the redeEption of the j 

1 
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debentures other than those you have told us that you had 
with him in January of 1966, the meeting of the board of 
directors on January 31, 1966, and the meeting of February | 
27, 1966? I 

MR, GILLESPIE; Mr, Winer, you may recall j 

I 

Mr. Haynes said that he could not recall whether the ' 

I 

I 

debentures were discussed at the January 31, 1966 meet- 
ing. I 

MR. WINER; I realize that. I am now asking ! 

about any other meetings. Any meetings, excluding | 

I 

those dates. 

A I cannot specifically recall any other meetings, 
but there very well could have been other conversations 
with respect to the financing program or the subject of the 
call of the debentures to have been involved. 

Q As far as your participation is concerned, have 

I 

I 

you stated the only meetings of which you have a rccollec- 1 
tion? 

A That I have a specific recollection, yes. 

Q As vice-president in charge of finance, was there 
anyone, other than the board of directors and Mr. Allen, 
to whom you had to report on this subject of the debentures?' 
A No. I 

Q Did you, in any private conversations, discuss tlic' 


4 


I 
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redemption of the debentures prior to the board meotinc 
of February 28, 1966? 

MR. GILLESPIE; I object to the form of 
the question. I think it is not clear what you mean 
by "private conversations," 

MR. WINER; Then let's strike out the worc^ 
"private," and make it any kind of conversation with 
any other member of the board of directors. 

A My recollection would be thdt it is possible that 
it was discussed with Hr. Willis Campbell, who was a 
director, 

Q Is that your whole answer? 

A Yes , 

Q Is Mr. Campbell also an employee or officer of 
the company? 

A No, he is an outside director. 

Q V/hore does he reside? 

A In Seattle, 

Q You have, I cather, from your use of the word 
"possible," that you have no specific recollection of a 

j 

discussion with him; is that correct? j 

A I could not specifically indicate the date or the 
time, but my recollection is that I very possibly did have 

I 

a discussion with him with respect to the financinc program, 
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which would include the call of the debentures. I 

I 

! 

Q I want you to exclude the v/ord "possibly,” and I 
would like to know whether you have a recollection tliat i 

i 

you did or a recollection that you didn't or no recollection. 

I 

A On the basis of the vjay the question is phrased, | 

i 

I would say I have a recollection that I did. ! 

j 

Q V/hat is your recollection as to your discussions ' 

i 

with Mr. Canpbell? j 

! 

A Again, there were general discussions, probably 

. j 

on the telephone, and because I was discussing with hin j 

the natter of overall financing requirenents , it is iny } 

I 

recollection that I undoubtedly nontioned the call of the 


debentures. 


What is Hr. Canpbell *s business, if any? 

He is chairr. m of the board of Safeco Insurance 


Company, 


Q V/hon did those conversations take place? 

A They would have taken place in February, 19 CG. 

i 

Q Did you discuss v;ith Mr. Campbell the form of j 

I 

notice or the tine schedule of notice to bo given to dobrntur 

I 

I 

h o3 dnrs? 


Q V/as any nenornndun of the conversations v/hicli 
took place prior to February 23, 1063, circulated to tlie 
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dirGctors on oi' before February 28, 1966? 

I 

A Ho. 

Q Was any infornation furnished to the directors, 

80 far as you know, prior to February 28, 1966, with respect 
to the rodenption of the debentures other than what you ' 

have already told us? ■ 

I 

A Ho. I 

i 

Q Were you present at the moeting of February 28, 
1956? . i 

A Yes. I 

i 

Q Did soroono present the new financing plans to the | 

board on that date? 

A When you say "new financing plana." what are you i 

referi’ing to? ' 

1 I 

(i I an referring to what you and Hr. Olsen and Hr. ! 

Thornton and Hr. Allen had been discussing in January and ! 

I _ ^ i 

February of 19C6. 1 

I 

A I think it is indicated in the ninutos of the I 

board meeting of February 20 th, of which you liave a copy, ! 
that Mr. Olsen did discuss the various resolutions and the ' 
tentative time schedule. ' 


Q What did Mr. Olsen say about the debentures? ' 

A It would bo ny recollection that he ravicv; 3 d the ^ 

tire scljodu*?., and that his only Ciiscussion of the dobciiture.s ^ 
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was in reference to the dates included in that tentative 
time schedule, 

Q Did he discuss the conversion value of the de- 
bentures at that time? 

j 

A I cannot recall whether he did or didn*t, | 

Q Did anybody say anything about the possibility ^ 

that debenture-holders who did not have knowledge of I 

I 

the call would lose substantial money? 

A No« % j 

Q Did anybody say anything about the possibility i 

^ i 

that some debenture-holders might not receive notice of ! 
the call? 

GILLESPIE: Again, Mr. Winer, you run i 
into this problem about notice of the call. It is our ! 
position that they did receive notice of the call, 
as required in the indenture. If you want to put the 
question was there a possibility or was there any dis- | 
cussion of a possibility that a debenture-holder might j 
not have knowledge of it, that is another question. | 
MR. WINER: V;i-:bout acceding to the rightness 
of your objection, I will take it your way. 

Q Mr. Haynes, did anyone at the meeting mention the 
possibility that cone debenture-holder might not have • 

knowledge of the call for redemption before the convcrcicn ' 
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date? i 

I 

A No. j 

j 

0 How long was the discussion on the subject of the 

I 

debentures? ! 

1 

I 

A The subject of the call of the debentures? j 

Q Let’s say anything about the debentures. I 

j 

(The question was read.) | 

I 

Q How long was the discussion by Mr. Olsen on the ' 

subject of the debentures? , j 

I 

A As I indicated in an answer to a previous ques- * 

tion, Mr. Olsen did review the tentative time schedule and, i 

in that connection, would have mentioned, or the date with 
respect to the calls of the debentures would have been 
noticed in the tine schedule by the directors. 

I 

Q Did it take more than a minute? | 

i 

MR. GILLESPIi:; Excuse me, you mean the di**- i 

! 

cussaon of the consideration? ' 

As I understand the witness' testimony, ! 

the memorandum by Mr. Olsen, which has bean furnished ^ 

j 

to you, makes reference to these thinps. I 

I 

A That Mr. Olsen discussed his time schedule with ' 
the boar d. When, I think, you use the word "it,” you have I 

to be more explicit as to v;hat you mean, otherwise it is I 

going to Croat J an erroneous impression. , 
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MR. WINER; Let's proceed. Again, I don't 

know whether that is right. 

Q How many minutes or seconds did Mr. Olsen take 
to mention, in speech, orally, the subject of the re- 
demption of the convertible debentures? 

A I don't think I recall specifically everything 
Olsen said, so I would not be in a position to answer 
that question. 

Q Did anybody else mention the redemption of the 
debentures in any v;ay, shape or form? 

- ^r^A I don't recall that anybody did. 

Q How long did the whole meeting take? 

MR, DOBBIN; I object to that question. 

It is on page ]0 in answer to Interrogatory 6-C. 

Q I would like to ask you what time in the morning 
the meeting began. 

A I don't recall specifically, but I would assvime 
it began some place between 9; 00 and 10; 00 in the morning. 

Q As you look at the ansv/er to Interrogatory 6-C, 
can you tell us whether the meeting was continuous from 
9:00 to 10:00 in the morning through the various or two 
adjournments mentioned, or whether it was broken up? 

A l/hat do you r.ean by "broken up"? 

Q Was there a time of adjournment between each 
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two raeetings? 

A I think the answer to the interrogatory, -The 
meeting was convened in the board roos, of Boeing-s Seattle 
offices and it was adjourned for lunch.- 

1 can't recall whether it was reconvened in «•.. 

Seattle office in the 747 s,ock-up roon. that is referred 

to some ten or twelve miles from Seattle, and the later 

adjournment that is mentioned in the answer to a Boeing 

conference room at Renton, would have •been a relatively 

short one, since those two locations are fairly adjacent | 
to each other, 

Q At what time did the meeting end for the day? 

I A This can be checkedi if you want a recollection -J 

it was fairly late in the evening. 

Q At which place or places was the redemption of 
the debentures discussed? | 

A It is Tny recollection that that discussion was 
held in the Boeing conference room at Renton. 

Q That means in the afternoon? 

A Yes. ! 

I 

Q How much tine was given to the discussion of the 
entfrv- financing s bed le presented by Mr. Olsen? 

A I do no. recall specifically the amount of time. 

Q Did Mr. Olson discuss any financing other than I 

I 
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the calling of the deoentures? ^ 

A Mr. Olsen's discussion did involve resolutions, 
copies of which you have, which are contained in the 
February 28th board meeting with respect to an increase 
in the authorized stock and did include a discussion, as 
has been indicated earlier, of the tentative financing 
plan, the tentative financing schedule, part^ of which 
was the call of the debentures and a part of v/hich was 
the steps necessary to issue equity securities. 

Q In the production of documents , you gave us a 
list of holdings of debentures by officers and directors 
of the corporation, and the last such record is 1964, 

Does that mean that after 1964, no officer or director 
of the corporation owned any of the debentures? 

MR, GILLHSPIE: Let's see what the list 


says. 


Do you have a copy of the list? 


MR. WINER! I juiit have notes on it. I 

I 

MR. GILLESPIE! I understand there has been j 

I 

produced to you the proxy statements of The Boeing ' 

I 

Company issued under datq of February 28, 1966, and 
there is in there certain information regarding the 

stockholdings of the officers and directors or, rather, 

! 

of the directors v;ho are officers. Perhaps this vrould 
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help you. j 

MR. WIMER: This is the paper which, as I 
said to you, I think on the record, says that none 
of the nominees owns beneficially any of the company’s 
four-and-a-half per cent convertible subordinated | 

debentures due Jul^ 1, 1980. I 

i 

What I would like to know is whether any I 
of the directors who were present at the February 28th ' 
meeting and who may not have beeri nominees for re- | 
election oi^ed any of the debentures. j 

MR, GILLESPIE: We can find that out. I 
am sure it is a matter of record, 

MR. V;iNER: Can you supply that, and we will 
leave a space for that? 

A 

' 

t 

MR, GILLESPIE: I think if you will consult ' 

I 

the documents that have previously been produced to you! 

by the defendant, you will find the pi'oxy statement j 

for the annual meeting of stockholders of The Boeing 

Company, 1965. It contains a similar statement to | 

that which you previously read and lists the directors | 

’ * 

who were then nominees, I think from that you can | 

construct the answer to your own question. 

MR. WIIIER; According to my notes, 1965 and | 
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1966 were missing under Item 33, and the one for 1966 ' 
was supplied under Item 49, 

I am sure you will be willing to supply me 
v/ith a copy of this notice of May 4, 1965. I 

MR. GILLESPIE: There, you see, you have 1963, 

I 

1964, 1965 and 1966 under Item 50. ! 

J 

MR, WINER: According to my notes. Item 50 
was not served at the time. That may have been sup- 
plied later, but I never saw it. ' According to my ' 

i 

notes. Items 47 and 48 v;ere missing and Item 50 was ' 

I 

missing, so it may have been sent later. In any event, 
if you will give us this, it will solve the question. . 

Q It is true, as indicated by the proxy statements,! 

that some of the directors did own common stock of the 

i 

corporation; is that correct? 

A Yes, 

Q Did some of the directors have options to buy 
stock? 

MR. GILLESPIE: You mean stock options? | 

MR, WINER; If that is different, I v;ill ! 

! 

take it that way. j 

Q As of the date February 28, 1966? j 

A Yes, 1 

I 

Q Did you have any options to buy stock as of Feb- , 
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2 

ruary 

28, 1966? 

3 

A 

I am sure I did. 

4 

Q 

Did you own stock as of that date? 

5 

A 

I ara sure I did. 

6 

Q 

Did Mr. Olsen own stock? 

7 

A 

I have no knowledge of his holdings. 

8 

Q 

Did Mr. Thornton own stock? 

9 

A 

I have no knowledge of his holdings. 

10 

Q 

Did he have stock options? 

11 

A 

He may have. I am not sure, but that is a matter 

t 

12 

1 

that can be checked. j 

13 

Q 

Would you please check it and let us know? 

14 


MR, GILLESPIE: You want to know if Mr. 

1 

Thornton had any atnck optionn? 

16 1 


MR. WINER: Yes, 

17 * 

1 


MR. GILLESPIE: We can chock that. i 

18 1 


MR, WINER: And v7hethor he had any stock, | 

19 1 


MR. GILLESPIE: I think that information, 1 

20 

1 

ny 

associate, Mr. Dobbin, indicates to me that that 

21 

Information hac already been supplied and apparently ! 

^ \ 

22 

did 

not get into your notes, j 

23 

Q 

When you met with Mr. Thornton, Mr. Olsen and the 

24 

others mentioned in answer to Interrogatory !Io. 5, bet.-e.i ' 

25 

March 2 

and March 4, 1966, did anybody who participated in | 

1 
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those meetings discuss the timing 
given for conversion of the debentures? 

A During the course of those meetings, the time 
schedules with respect to the initial steps of the financing 
program were discussed and the matter of the notice of ! 
the call of the debentures was a part of those time sched- | 

I 

ulcs. I 

I 

Q Did anybody discuss the possibility that a holder’ 
of a coupon debenture might not receive knowledge of the j 
call of the debentures? { 

I 

A To the best of my knowledge, there was no discus- | 
sion on that subject. 

Q Was there any mention of the possibility? 

A Is that different from the question you just 
asked? 

Q I don't know. The question may have boon the sani 

r 

because the answer v;as there was no discussion, and I v/ould | 
like to know if there was mention of it. 

MR. GILLESPIE; You are beginning to split 
hairs thatv;ay. I will have to object to the question 
as being repetitious. 

MR. WINER; You don't want him to ansv;or 

that? 

MR. GILLESPIE; I think he has ansv/cred that' 

I 
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question. 

MR. WINER; I think he avoided the question, 

i 

so that is where we have a difference of opinion. j 

Q What reasons, if any, were given for the changes 
made in the tentative schedule? ! 

MR. GILLESPIE: I think you arc assuming ! 
there were changes and you further have not fixed ^ 

any time for such discussions. 

MR. V/INER: I think you are a little fallible. 

I 

I have been talking about discussions from March 2nd 

I 

I 

to March 4 th listed in your ansv/ers to interrogator J 

I 

Didn’t you understand that, Mr. Haynes? i 

THE WITNESS: No. 

MR. WINER: Sorry. 

I 

Q Let me ask you this. Let’s talk only about the | 

1 

discussions listed in the annv;er to Interrogatory No. 5 ‘ 

i 

as having taken place from March 2nu to 'tarch 4th of 196G; | 

would you please refresli your recollection, if necessary, ^ 
by looking to see who was present, and I would now like to 
ask you whether anybody present at anyof those meetings 
discussed the possibility that a single holder of convertible 

I 

debentures would not receive knowledge of the call? 

A I think I have answered that question before, and 
the answc ' is there v;as no dincu sion. i 

I 
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^ 1 

( 

j 

1 

1 

Q 

Were the dates mentioned in Mr, Olsen’s tentative 

1 

schedule presented to the meeting of February 20th changed 

1 

i 

i 

j 

in any 

respect? 

! 

1 


MR. GILLESPIE; You mean the board meeting 

\ 

1 

of 

February 28th? 

1 

1 

1 

1 


MR, WIMER; That is the only one I knov? 

i 

about, yes. 

t 

A 

I would have to review the documents to answer 

1 

% 

that question. 

* 

Q 

Have you any recollection of any changes being 

1 

made? 


■ 

! 

■ 

A 

I just don’t recall without looking at the docu- 

ments. 



Q 

Do you recall the selection which was made of 


dates? 



A 

When you say the selection of dates, in what con- 


text? 



Q 

In the context of redeeming the debentures. i 

1 

\ 

A 

( 

My rocollectioji is iThtilr in those noetinf^s tho * 

1 

i 

» 

dates that were being considered, as far as a schedule was j 

j 

1 

concerned, was basically the sane dates that were in the j 


schedule 

that Mr, Olsen used in his presentation to the 


board. 



Q 

The resolution ex the board allowed you to select ■ 
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the date on which the puhlication could be made and the j 

I 

redemption data fixed, did it not? ! 

MR, GILLESPIE: I think perhaps we had better 

refer to the resolution itself rather than trying to ' 

1 

I 

construct it. It is the best evidence of what the | 
resolution provided. I 

MR, WINER: According to Interrogatory 6-B, ■ 

I 

the resolution reads as follows: j 

I 

"President , vice-president of fincmee or ! 

I 

treasurer of the company or any one of such officers , 

I 

is hereby authorized to take all such action as they ' 
or any one of thorn deems appropriate or necessary to | 

I 

call for redemption on a date to be selected by them t 
or any one of them, all of the debentures.*' 

Which one of the officers made a decision as to 

I 

the date? i 


MR, GILLESPIE: If you knew, 

A I made the decision based upon consultation and 
the advice of our investment bcinkers and legal counsel. 

Q By "counsel," do ysu refer to Mr. Olsen? 

A I refer to Mr, Olsen as The Boeing Company's 
counsel, and the investment bankers' counsel was also in- 
volved in the establishment of the tine schedule and recom- 
mendation thereon. 


CO.VVV.ERCE REPORTING CO. 

150 KASSAU SnUiT. N£\VY07K, N. Y. 100J3 • V.'OrH. 4-35C7 




^&yr\<iS 734a 50 

Q Did Mr. Olsen or the counsel for the invcstii.ent 

I 

bankers discuss in your presence the provisions of the de- ^ 
benture on the call for redemption? ' 

A It is possible, to my recollection, that I was ‘ 
not specially a party to any discussion on the specifics. | 

Q Would the same apply to the indenture, the terms I 
of the indenture with respect to redemption? 

A The same answer v7ould apply. 

I 

Q Specifically, did anybody bring out that tlio ^ 

debenture said that notice should not be less than thirty '' 

I 

nor more than ninety days? 

MR. GILLhSPiLs I think v/e are going to get 
into trouble here, Mr. Winer. I think we have to 
lot these documents — it seems to me you have t- [ 

layiDur foundation first, and then, having done so. ! 

i 

if you want to ask questions with regard to it, okay. | 

MR. WINKR: I will let it stand that v/ay. i 
If you direct him not to answer, we will have to take | 
care of it, | 

I 

MR, GILLRSPIK: I renev; ny objection to ' 

the question, A proper foundation ' as not been laid * 

I 

and I advise the witness not to answer. I 

I 

I V , 

Q Did any of the investr.ient bankers say anything '■ f 
at these mootings boH'ccn March 2nd end Marc’n 4th about 
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the dates which you had selected for the call? 

A I think they were in agreement v/ith those dates. 

I 

Q Did tliey say anything? 

A It was my understanding that Mr. Olsen, in pro- 

A. 

paring the schedule that was presented to the February 
28th meeting, had had discussions v;ith the investment 
bankers and, prior to the February 28th meeting, the in- 
vestment bankers had already been considering time sclic-dules, 

» 

» 

tentative time schedules. 

Q Did they say anything between ?'larch 2nd and 

i 

March 4th in your presence? j 

A I cannot rennmljer their saying anything speci- 

t 

fically. I 

I 

Q Did Mr. Olsen say anything about the tine sched- 

I 

ule in your presence bst\7een March 2nd and March 4th? 

i 

A V/ith respect to what? [ 

I 

Q With respect to the dates wliich you had picked 

I 

\ 

for redemption. • ' 

A I an sure that as the time schedules v;ere re- 

I 

f 

viewed, those dates v;ere mentioned by Mr. Olsen and, un- 

i 

doubtedly, by certain of the representatives there. i 

i 

Q Would you tell us what everybody said with respect 

1 

I 

to the selection of the dates as they v;ere being revifed? 

A It is my recollection that the dates that h< d 1 

I 
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16 il 


been In Mr. Olsen’s tentative tine schedule and presented 
to the board were the dates under consideration in the 
wetings of March 2nd and 4th and, other than just reading 
the tine schedules, there was no discussion with respect 
to the dates, other than just acknowledging the dates 
in the tentative time schedule. 

Q Was there any discussion about the form of the 
notice? 

A During the course of those discussions, it was 
suggested that Mr. Thornton, the treasurer of the company, 
contact Chase Manhattan Bank, the trustee, and request 
that Chase have prepared a recommended form of notice. 

Q Was that carried out, the rocoirunendation to ask 
Chase to prepare a form of notice? 

A That was carried out. 

Q Was there any other discussion as to form of 
notice? 

A The only other discussion v/as a review of the 

notice prepared by the trustee. Chase Manhattan Dank, which 
was provided to us. 

Q That was later than the March 2nd and March 4th 
meetings, wasn’t it? 

A My recollection would be that the draft of that 
notice was made available to us by Chase in the Inc tec I 
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part of that time period, i 

t 

Q That is betv/een the 2nd and Mtli? 

! 

A The latter part of that time period. i 

Q Was any discussion had as to where this notice 

should be published? ! 

MR, DOBBIN: I object to the form of the 

I 

question, I think the ansvjer was given previously ! 

in answer to Interrogatory Mo. 11 on page 20. ' 

t 

Q According to the answer to Interrogatory Mo. 11 
on page 20, Mr. Thornton v/rote a letter on March 2, 1966, j 

to the Chase Bank and gave them the redemption date and j 

I 

gave them the places and dates of publication. Is it j 

youi’ present recollection that that is correct? | 

I MR. GILLr’SPII?: You are asking whether his 

present recollection to the answer to that interroga- 
tory is correct? ^ 

Ml{. WINER: Right. 

A It is my present recollection that the answer i 

» 

to the interrogatory is correct, but it is also my recol- 

I 

lection that Mr, Thornton had discussed these matters with 

[ 

Mr, Hov;ard of the Chase Manhattan Bank and had consulted I 

I 

with him with respect to certain information contained in 
this answer before writing that letter, 

Q Is it your recollcctio > that the dates a:id place, 

I 
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that is. The Wall Street Journal publication had been de- 
termined on or before March 2, 1966? 

MR. GILLESPIE; Do you understand the ques- 
tion, Mr, Haynes? 

MR. DOBBIN: I object to that question as 
the answer v;as given by Interrogatory No. 12 on page 


MR. WINER: I don't vjant you fellows to think 
I acquiesce that these are good grounds of objection. i 

I 

I am just trying to get through the deposition. 

MR. DOBBIN: I think repetition is always | 

I 

I 

good grounds for objection. I 

MR. WINER: Deposition and interrogatories, ■ 

I 

in my opinion, do not cover the same purpose. Other- ^ 

wise they would not exist independently. i 

i 

MR. GILLESPIE: If you want to ask him if 

( 

the answer to Interrogatory No. 12 correctly expresses | 

I 

j 

his present recollection of when the decision was made,' 

I 

I have no objection. | 

J 

MR. WINER: I want to call your attention, ; 
Mr. Gillespie, to the fact that tJiese two items do 
not cover the same ground. The answer to Interrogator 
No. 11 covers Wall Street Journal as the place. Ma^'-ch 

i 

I 

8th and 18th as the dates. IThereas Interrogatory Mo. ! 
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12 refers only to fixing March 8 th as the date for ^ 
the first publication. I 

MR. GILLLSPIEj That is one of the troubles 
your Question. It is actually two questions in ' 
one. Maybe you should break it up. j 

I 

Q Mr. Haynes, when was it decided that the redemp- ! 

i 

tion notice should be published in The Wall Street Journal 

i 

on March 8 and March 18, 1968? ^ 

I 

MR. GILLESPIE: Again you are running intc 

the same problem, Mr. V/inor. ' 

1 

MR. WIHER: This is your problem because I 

I 

am quoting from your answer. ! 

t 

I 

MR. GILLESPIE; The problem is your ques- | 

tion, as presently put, gives grouncs for an answer j 

with regard to when it was decided to publish in The ' 

i 

Wall Street Journal and also presents the question j 
of when it should be published in The Wall Street | 

Journal. ! 

I 

! 

MR. WINER: I will repeat it with cuotations * 

• i 

I 

and we can drop it, as far as I an concerned. ! 

! 

You put the questions because I don't get 
the fine distinction. 

i 

MI^. GILLESPIE; When was it decided to pub- ' 
lish the notice in The V/all Street Journal? 

I 
I 

I 

I 

I 
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1 

! 

THE WITNESS; The final decision for the 

( 

i 

publication would have been nade probably on March 

I 

I 

7 th. I 

MR. GILLESPIE; \7hen was the selection of 
The VJall Street Journal as the medium for the publica- 

j 

tion of notice? j 

I 

THE WITNESS; Made on March 2nd. I 

I 

MR. GILLESPIE; V/hen was the decision made 

I 

i 

as to the dates of publication; was March 7th tlie j 

final decision? I 

i 

THE WITNESS; As indicated in Interrogatory 
No. 12, on March 2nd the dates were set, but they | 
were subject to modification. j 

i 

Q As answered in Interrogatory 12; is that correct? 

I 

I 

A Yes. j 

Q Was there any modification? i 

A There was no modification. 

I 

Q V/as there any discussion of modification? ! 

j 

A I don’t recall if there v/as or was not. j 

! 

Q According to the answer to Interrogatory No. 5, j 

the discussions were held March 2-4, 1966; does that 
mean they were also held on the 3rd? 

A The meetings of March 2nd through 4th, as is 
indicated by the answer to Interi'ogatory 5, not only includes 
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2 
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5 

6 

7 

8 
9 

10 

11 

12 

13 



I 





17 

ir, 


20 ' 

I 

21 I 

22 j 

23 



discussi-on of schedule, but includes other facets of 
the poc.'jible financing being planned. 

Q Were discussions held on the 3rd? 1 

» 

A Discussions v.'ith respect to the possible financing 
were held on the 3rd, 

I 

Q Were discussions with respect to the debentures 
held on the 3rd? i 

A I do not recall if there v;as any specific discus- 

i 

sion as to the call of the debentures on the 3r«l, . 

Q V7as there any discussion either the 3rd or 4th 

I 

with respect to the call of the debentures? I 

I 

A Again, going back to the ancv;cr to Interrogatory 

I 

11, it is indicated that a telegram v:as received on March | 

I 

j 

3rd from Mr. Howard of t)»o Chase Manhattan Hank, v;hich ' 

i 

included a draft of a contemplated notice v?hich had been 

i 

prepared by co’.mcel for Chase in accordance with the usual 

I 

practjco of Chase. 


Q Does that mean that you discussed the telegram? 

I 

A It v/ould be ny recollection that the draft of 
that contemplated notice v/as reviewed by our investment ' 

I 

banlcers , their counsel, and by our counsel. 

I 

I 

Q Mr, Haynes, you verified these answers to inter- ' 

1 

rog -.tot'les on February 18, 196 8. Had you before you diarios 
or other records or memoranda from which you compiled the 

I 

I 

I 
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Information given in the ansv.’crs to tl\«se interrogatories? 

A I had available to me all of the background in- 

I 

formation that was utilized in the preparation of the I 

i 

answers • 

Q V/ould you please answer one question? I asked 
you whether you had before you diaries or other memoranda 
of yours, maybe I did not say "of yours," I will now say 
from which you compiled the ansvrcrs to these interroga- 
tories. , I 

I 

A Well, I don't maintain -- the answer is no, 1 

‘ i 

Q What had you before you to fix the date March | 

i 

2nd as the date on which the publication notices were ' 

I 

decided upon, so far as date and place of publication were 
concerned? 

t 

MR, GILLESPIK: I think, Mr. Winer, you i 

I 

are misstating what has boon testified to hare as 1 

i 

to the dates when these items were decided upon. Vie 
are going to get into trouble. If you v;ant to ask 

him the simple question, what did you have before you | 

j 

when you compiDed or rcv5.cv;Gd and executed the veri- j 
fication to these aiiswers to interrogatories, I have 
no objection to that question. 

MR. V/INKR; Let's take that first. 

V/ould you answer Mr. Gillespie's question, 




) 
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i 
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1 

20 I 
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“ I 
22 '1 

23 

24 [! 
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v/hat did you have before you? 

I 

THK WITIIE5S: I can’t recall specifically ! 
what I had in front of me. The ansv/ers to those 
interrogatories v?ere obviously prepared over a period 

t 

of time* I v;a3 involved in the preparation of them 

I 

I 

and relied on counsel and our investnent bankers with 

I 

respect to the development of the ansv/ers , | 

Q Did you have a diary? 

MR. GILLESPIK; I an afraid you have had I 
the answer to that question. I 

I 

Q I just want to knov; simply did you have a diary? 

I 

I 

MR. GILLESPIE: I object, that question is | 

1 

repetitious and I advise the v/itness not to ansv;er. ! 

I 

I 

Maybe this is a good place to break for ! 

I 

lunch. 

f'lR. V/IHER: V/e will reserve that for after 

i 

lunch. 

I 

(Vfliereupon, at 1:00 p.m. , a luncheon recess 
was taken.) • 


oOo 
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AFTERNOOH SESHION 


2;1S p.m, 

HAROLD W. HAYNES, witness, resumed 
the stand and testified further as follows: 

EXAMINATION (Cent.) BY MR. WINER: 

Q Mr. Haynes, after March 8, 196C, were there any 
discussions between you and anybody else in the company or 
representing the company with Espect to giving additional 
notice — by "additional notice," I mean in addition to 
the tv;o V/all Street Journal publications? 

Let m 2 ask you, before you refer again to the 
interrogatories , have you any recollection independent of 
the answers to the interrogatories? 

MR, GILLESPIE: Do you withdraw the present 
question, I take it? 

MR, WINER: No, it is the same question. 

MR. GILLESPIE: It is not the same question. 
It in junt left open on the X'ecord without an answer . 
MR. WINER: I will restate it. 


I 

I 

I 

t 


I 


! 


I 


I 

I 


Q Have you any recollection of any conversations 

after March 8th with respect to notice or giving of notice 
other than the t\;o publications in The V/all Street Journr?,! 
which wo have tal);cd about? 

A Yes. 
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Q What is your recollection of the next time that 
was discussed? 

A My recollection is consistent with the answer to ' 
Interrogatory 24. 

I 

Q Was there any discussion between March 8 th and ' 
March 25th of the natter of additional notice? ' 

A To the best of ny recollection, there was not. ' 

Q On March 25th, vras a decision made to publish 1 

again i)i The Wall Street Journal and in The ?.'cw York Times? ' 

I 

A Again, the answer to that is the answer to In- ' 

I 

terrogatory 24. j 

Q Is the answer that you did make the decision? 

i 

A I will read to you from the ansv;er. I 

I 

Mr. Olsen discussed vhese natters and then Chase i 
arranged for the third publication in The Wall Street Journal 

l 

and for a single publication in The Hew York Times. ! 

I 

g Were you present when the decision was made to ; 

I 

publish again in The How York Times? j 

I 

MR. GILLL'SPiL: Publish again in The l.'cv; j 

i 

York Tines? i 

I 

I 

MR. \;iJIER; Strike out the v;ord "again." ■ 

A I was not present. 

Q Was anytliing said at the tine when you t’ore * 

present in How York as to making a publication in The I.’cw ! 
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yor): 'j’incs? 


A To tl,o bet of .«.v locollooticn. thot Oir.oesion 


coourert oubequet to the r.eetin,: referred to in the 


answer lo ihe* Interroi^c* tory No. 24. 


Q Were yoe present et eny tine when « discussion 


ftb.out The Mc-.f York Tines was had? 


A Tho pr-ospcctivo discussion. 


Q blscu.sio’i Oi publication in The New York Tines 



va/s had? 


A To my recollaotion, I was not present. 


Q According to your annwor to Interrof-atory ho. 24 , 
the Chase arranced for the publication. 


Was your permission ashed or your opinion asked 


before the Chaoe arranced for that publication? 


A My recollection could bo that 1 was involved. 


cither directly or throunh K.-. Thornton, in discussions 


with Mr. Olsen and authorised Mr. Olson on the basis of his i 


<liocussions had with Chase and our investment hankers to 


take whatever action they deoned advisable. 


Q What was the date on which y„„ discussed this natic'r 


with Hr. Olson or Mr. Thornton or both? 


A It V7ould be March 25, 1966, 


9 Was there any d;.sc..„.;lon nt that time as to the 


local requirements of the indonturn? 


a 
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2 

A To the best of ny knowledge, none or, at least, | 

3 

not in my presence, | 

4 

Q When you say in Interrogatory No. 24, "It was ^ 

5 

generally understood at the time that this publication ex- 

: 

6 

ceded the requirements of the indenture," who was it that 

1 

7 

understood this? 

1 

8 

A I was relying on the investment bankers and our 

1 

9 

Boeing legal counsel, j 

10 

Q Did one of then say, in your presence or hearing. 

1 

11 

that it was not a legal requirement that there be any other 


12 

publication than had already taken place? 


13 

A I don’t recall. 


14 

Q Did anybody raise a question as to whether the 


15 

1 

publication already made satisfied the legal requirements 


16 

of the indenture? j 

t 

17 

1 

A I was not involved in any discussion on that par- I 

1 

•18 

ticular point. 


19 

Q Does that neon that you were not present at the 


20 

time of any such discussion? 


21 

liR. GILl.ESPIK : It seems to me as though 1 


22 

it did. 


23 

MR. WINER: It seems to me that a man of 


24 

hin ability cou3d answer a question more directly. j 

25 

A The direct ansv/er to the question is that I v;ac ' 
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I 

not present because Hr. Olsen was in Seattle, to the best 

I 

of my recollection, and these conversations were undert£Ocen ! 

by telephone. ! 

! 

Q Were you av/are when the publication was goine to | 
appear in The New York Times? 

A I am sure that Mr. Thornton — 

I 

Q Can’t you ansu’cr that you wore or were not? 

I 

^ recollection that Mr, Thornton advised 

% 

me from the basis of h; a discussions with Mr. Olsen. 

Q Is that an answer? 

A I think it is. 

Q What did he advise you? 

A Of the conclusion that Mr. Olsen, investment 
bankers had reached in the Chase. 

Q VJhat was that? 

I 

A Stated in the ansvmr to Interrogatory 24. I 

i 

Q I am going to ask that you answer it. You have ! 

I 

been reading all day fren the interrogatories , and I think : 
you can ansv;cr it. 

I 

MR, CIIiIjT;SPi.r t If you iiave any other answer,* 
If you don’t, you are entitled to rcily on the answer ' 
to the interrogatory. j 

A I have no other answer tlian the answer to the ■ 

interrogatory, i 
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2 

Q What did you I'cly on when you swore that the 

1 

♦ 

3 

answers in the interrogatories were true and correct, to 


4 

the best of your knowledge, infornation and belief? 

1 

5 

MR. GILLESPIE: I object to the question 


6 

as having previously been nado and previously answered. 


7 

1 Q What did you rely upon with respect to the answer ' 

8 

to Interrogatory 24 when you swore to the ansi;ers to the 

( 

9 

interrogatories? j 

10 

' i 

MR, GILLESPIE: He has previously stated that 

11 

he learned this information in his conversation with 

1 

12 

Mr. Thornton. 


13 

MR. WINER: You are entitled to make the j 


1 

14 i 

statement, but I don't have to abide by it. 1 



MR, GILLESPIE: You ai'c gr>ir»g ovrir tlie Ccimc j 

1 

1 

16 ! 

i thing, i 

1 ; 

i 

17 ; 

1 

MR, WINLR: Somebody else v/il 3 . have to rule j 


. !: 
13 : 

I 

on it. 


19 ' 

1 

MR. GILLESPIE : We are just not getting 


1 

20 1 

foi-'-ward at all, ! 

1 

1 

1 

21 

MR, WIHLR : I think that is true, but it may 

1 

22 

be for a different reason. 


23 

Q Mr. Haynes, were you aware that the publication 


24 

WcTs going to be made on March 28 th in The Hew York ■'-!*> 

' 

25 

A To the best of my recollection, I was. 
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Q And you are aware that ‘the conversion date was 
March 29 th? 

MR. GILLESPIE; You mean the final date ^ 

for conversion? ! 

MR. WIMER; As interpreted by you, yes. 

A Yes. 

Q Was there any rtSscussion of whether there shoul.; ^ 
be any extension of time so that there be an opportunity i 
for the March it.', publication to conq to the attention of ! 
more bondholders or debenture-holders? j 

Have you any independent recollection? 

He has all day been referring to the interroga- 
tories. I v;ould like to have his recollection. 

MR. GILLESPIE; Have you got a question on 
the record? j 

I 

I 

MR. WIHER; Yes. j 

MR. GILLESPIE; Hot one that the witness can | 

understand. j 

MR. V/IHEP.; That depends upon the ability 
of the witness to understand English. ! 

MR. GILLESPIE; V/ould you read back the 

question? 


(The qiestion was read.) 

A My recollection is that there was sor.e discu:;r.ion . 
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Q You were present at this discussion? | 

A My reooUectlon is that I addrr ssed that question | 
to Mr, Olsen. i 

Q Did you discuss the natter with him? Did he 
give you an answer? 

A He gave me an answer that there was no legal way 
that the redenption period could be extended. 

Q This was on or about March 25, 1966? 

I can t recall cpecifically when the conversa- 
tions took place. It either would have been probably on 
the 28th or 29th. 

Q Do you recall whether it was before or after the 
notice appeared in The Mew York Times? 

A V/hat tine would you say the notice appeared in 
The flew York Tines? 

Q March 28, 1966. 

A It would be ny Pccollection that it is possible 
that discussions alone that line took place on March 28th 
or March 20th, I do not know which date. 

<3 le it your best recollection that they took place 
on March 28th or 29th? 

A It is ny recollection that they took place cither 
on March 28th or 29th or both days. 

Q Was there a publication put out by The Boeing 
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Company called Tlie Bcjing IIe’;s? 

] 

MR, GILLESPIE: A publication of what? j 

I 

MR, WIHER; I think he knows. Any publica- j 

tion. 

MR. GILLESPIE: I object to the form of the | 

I 

question, and direct the witness not to answer. 1 

Q Do you know of any publication called The Booing 
News? 1 

A Yes, ’ ! 

Q What is that publication? 

I 

A It is a v;eekly company newspaper. 

Q Distributed to whom? 

A Distributed to all employees or it is available j 
for distribution to all employees. | 

Q Had you anything to do with putting notices into 

that publication? i 

I 

A Notices covering what subject? 

Q Any subject. 

A As an employee and an officer of the compony, I 
v/as in a position to have notices appear in that particulr?"' 
publication. 

Q Did you cause a notice to be put into that publi- 
cation with respect to the redemption of the debentures? 

I 

A I am sure I was involv .d in the decision to includ* 

1 
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in The Boeing News an article with respect to the redenption 


of the debentures. 


Q Is there a publication circulated by Boeing to 
stockholders? 

A Is there a publication circulated by Boeing to 
stockholders? Is that your question? 

Q That is the question, 

A Yes, there is, 

Q V/hat is the name of that? ’ 

A Well, we will start off with the annual repor"^ 

to stockholders, 

Q Is there, a;/a.r‘t from the annual report, is there 
usually a four-page leaflet circulated to stockholders 
at regular intervals? 

A We do release a quarterly stockliolders ’ letter. 

Q What is that called? 

A A quarterly stockholders' letter. 

Q Did you ever cause any item to bo inserted in 
that quarterly stockholders' letter? 

A Yes. 

Q Did you cause any to be inserted in it with 
respect to the redemption of the debentures? 

A There may have been included in a stockholders' 
letter the result of the call of the debentures. 
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3 

4 

5 
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7 
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10 
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16 
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Q That was after the conversion date? | 

I 

A The normal publication date of such newsletters ' 

were in connection with the quarters of the year, and the 
particular publication that would be involved in this ' 

period of time was not distributed to stockholders in the ' 
latter part of April 1966. ! 

I 

Q V/hen was the one before that distributed? j 

A That would be for the third quarter of 1965 i 

which would have been distributed in ^J’ovomber of 19 65 

I 

1 

or the latter part. 

( 

Q Would there not have been one in February of j 

I 

1966? 

A There would not have been a stockholders' letter 
in February of 1966. 

I 

Q I understood you to say it was quarterly. Was j 

i 

I wronn? i 

1 

A I misstated that. It is for the first three | 

quarters of the year. The fourth quarter is covered by the 
annual report to stockholders. 

Q And the quarter betv/een Movember and April would 
have been February, is that right, if we took throe months 
in between? 

A IHuit are you saying? 

I 

Q I an saying that three months after Ilovenbcr and 1 


25 
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2 

three months before May would be February, wouldn't it? ' 

3 

1 

A I can't disagree with that. i 

1 

4 

* 1 

Q Mr, Haynes, did it occur to you or did you dis- [ 

5 

1 

cuss with anybody the possibility of a stockholders' let- ' 

6 

ter in February or in March? 

1 

1 

1 

1 

7 

A Ko, I did not. 


8 

Q Were you awai'e that this whole debenture issue 

! 

j 

9 

was sold or offered to stockholders on a rights basis 

! 

! 

10 

in 1958? 

! « 

1 

11 

A Yes, 


12 

Q Were you aware of how many of the debentures vrei'e 

i 

13 

taken up on the exercise of rights? 


14 ; 

MK. GILLEFPIE: In 1958? 


15 

MR. WIHL'R; In 195 8, 


16 

A I was aware that a substantial portion of the 


. 7 ! 

debentures wore taken up through the rights offering. 

. 


i 

18 j 

Q Did It occur to you or did you discuss with any- 


1 

19 ! 

body the pos.sibility that debenture-holders could be rcachec 


1 

20 j 

by a letter to stockholders? 

1 


21 

MR. GILLESPIE: I ob^lcct to the form of ! 


22 

the question. 


23 

MR. V/IMER: V7hat is your objection? 


24 

MR. GILLESPIE: There is no proper founda- 


25 

tion. If you ask him fir..t wli.::thor they coult. be 
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reached in that manner and then, if you want to ask 
him after you got that whether there was a discus- 
sion of it, I tvould withdraw my objection, 

MR, WINERs I think vie will have to let 
your ob3ection stand because I don*t go along with 
that. 

Q Had you ever participated in the filing of a 
Form 8-K by the Secu.-Ji.es and ExcJ^anga Commission? 

A I may have, from time to time, supplied informa- 
tion for inclusion in an 8-K report, but it was not my 
office's responsibility for filing 8-K's. 

Q Who did that? 

^ ^ think the filing of 8— K's was the responsibility 

of the vice-president of administration and the secretary 
with the assistance of company counsel, 

Q Did anybody consult you with respect to filing 
an B-K for the month of February 1966? 

A No, 

Q Did anybody consult you with respect to filing 
an 8-K for the month of March 1966? 

A No, 

Q Did anybody ever consult you with respect to 

filing that Form 8-K information about the redemption of 
the debentures? 
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A No. 

Q Mr. Hayneo, after the debentures were issued 
In 1950, wore there reguler periods for computing the con- 
version basis of the debentures so far as your office was 

I 

concerned? 

A When you say ny office, that responsibility was 
not in my office. The^early periods in 1958-59, if you 
recall, I indicated I was assistant controller, and that 
responsibility was in the treasurer's office, who then 
reported to the vice-president of finance. 

Q When did it become your responsibility, if it 

did? 

A In 1960. 

Q V/hen it became your responsibility, did you re- 
compute the sums which were handed to you on memoranda ! 

to see whether the _sis, as Given, was correct? 

A I wouldn't say recompute. I don't know that I 
personally recomputed.. Althounh it was not my responsibility' 
I was generally aware of those transactions that had oc- I 


curred that would in any way be involved in any computation. 

Q Ifliat was your responsibility, if any, bett.een the 
issuance of the dobent.ures in 1958 and the time when you 
becarac vice-president of finance? 

MR.GILLKnPIi:; You mean with respect to the 
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computations of the conversion basis? 

MR. WINER; Yes. 

A In 1959, to the end of 1959, I probably had no 
direct responsibility. Starting in 1960, I assumed respon- 
sibility. 

Q Did you see the computations made in 1958 and 
1959 at that time? 

A I may not have at that time , but I had been aware 
and followed the computations in^ 1959 so I was generally 
aware of the status of the convercioji computation. 

•Q I ask you to look at that paragraph of Item 19 
produced on the discovery which is a typed letter or 
memorandum entitled, ’’Bond indenture restrictions,” dated 
March 10, 1965. 

MR. GILLESPIE: Do you wemt to mark this? 

MR.l/INER; Mark the whole memo, dated March | 

10th, as Plaintiffs* Exhibit 3. 

(Memorandum entitled, ”Bond inden- 
ture restrictions,” dated March 
10, 1965, marked Plaintiffs' Ex- 
hibit 3 for identification, as of 
this date.) 


Q At the top of page 3, the item reads; 

”The conversion rate calculation to date 
is as follows;” 

Am I correct in stating that as of that date the 
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only three bases for change in the basic conversion rates ! 
was the four per cent stock dividend of November 4 , 19F8, ! 
the two per cent stock dividend of November 2, 1959 and the 

i 

Vertol acquisition? ! 

A Thosa were the only transactions involved in 
making the calculation, 

Q Following March 10, 1961, and up to the date of 
redemption, v;a& there any additional basis for recalcula- 
ting the conversion rates? 

A No. 

Q On page 3 of Exhibit 3, it appears that the con- 
version rate as of that time was 2.0048. Is that correct? 

A That is cox'rect. 

Q How much more v;ould the rate have had to be to 

result in the issuance of additional shares on conversion? 

MR, GILLESPIE: I object to this question 
on the ground that it calls for a legal conclusion in 
that it- calls for a legal interpretation of the in- 
denture or in terms of the indenture. 

Q Did you refer this question to a lawyer? 

I 

MR, GILLESPIE: Which question? 

MR, V/INER: The question of a conversion 

rate. ; 

» 

MR. GILLESPIE: Yes. When? I 
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HR. WIHLK: Ever. 


A It would be my recollection that legal counsel 


had, from time to time, reviewed the conversion rate cal- 


culation made by the company , 


Q When you say "legal counsel," do you mean Ur, 


Olsen? 


A Mr. Olsen's firm, I don't know whether he, per- j 


son ally, rovie;/ed the matter. 


Q How often did you refer that to Mr. Olsen's firm? 


A I don't recall now often. 


Q Did you ever refer it to Mr. Olsen's firm after 


March 10, 1961? 


A After March 10, 19C1, I don't recall. I would 


doubt it. There v«*as no necessity. 


Q Did you refer it to Hr. Olsen or his firm prior 


to MarcJi 10, 1961? 


Yes, 


Q When? 


A In connection with the Vcrtol acquisition. 


Q Did you personally discuss the natter vfith Mr. 


Olsen or some member of his fii’.a at the time of the Vertol 


acquisition? 


A Discussion:; were held with Hr. Olsen in conncctlc-' 


with t>ie Vertol acquisition. 
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i 

Q Difi you personally participate in those discus- ^ 

I 

sions? 

A I can't recall specifically but I an sure I did. J 

J 

Q Vertol acquisition nay cover a long period ^ 

of tine, I should like to know at which stage of the 
Vertol acquisition these discussions took place. 

MR, GILLESPIE: Mr, Winer, you say it nay 
have covered a long period of tine. Why don't you | 
ask hin first whether it covered 'a long period of tine^ 
Q When you refer to the Vertol acquisition, what 
period of tine are you referring to? 

A When I refer to the Vertol acquisition in terns 
of involvement in any way in the area of the conversion 
rate calculation, it would be in the 1960 tine period. | 

Q Had you anything to do with the Vertol deal or 

acquisition prior to January 1 , 1960? 

I 

A I was involved in certain of the financial rcvicwJ 
in connection with the acquisition. 

Q V/hen did the consideration of the Vertol acquisi- 
tion first cone to your personal attention? 

A The fall of 1959. 

Q Can you give us a closer date than the fall of 

1959? 

A Jo. 
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Q What was your connection with the Vertol acquisi- 

I 

tion in the fall of 1959? 

A As I indicated to an earlier question, I was re- 
quested to involve myself with certain financial reviews. 

Q What were those reviews? 

A It would be my recollection that the reviews 
involved the financial statements of Vertol. 

Q Did you make any report to your company or any 
members of your company as to your findings in your re- 
views of the Vertol financial statements? j 

A The answer would be that I did not make a specific 

I 

report. Whatever information I developed was provided to ! 

P^^ince, who was the individual member of management 
responsible with making the overall review of the Vertol 
situation, 

Q I show you page 8 from the minutes of Hccing, 
an extract -- 

MR. GILLESPlEj Boeing directors? 

MR, WIHLRj I don’t know. I don’t know hov; 
they keep their minute books. 

Q I ask you when the meeting was held at which you 
reported, as set forth in this exhibit. 

A As indicated on the certificate to which the 
memorandum to which you refer is attached, the meeting was 
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held on April 4, 1960. j 

I 

MR. GILLLHI’IL: It is a neetinfj of tl.r board 
of directors? j 

THE WITNESS: Yes. 

0 

MR, WINER: I ask that this be marked as 
Plaintiffs' Exhibit 4. 

A certificate of the assistcint secretary, 

H, V, Kohr, as to an extract from the minutes of the 
meetinp, of the board of directors; of B'jeinf, held on 
April 4, 1960. 

(A certificc.te of the assistant 
secretary, H, V.Kohr, as to an 
extract from the minutes of the | 

meetinn of the board of directors ' 
of Doeing held on April 4, 1960, | 

marked Plaintiffs' Exhibit 4 for j 

identification, as of this date.) 

Q Before you made the statement at the directors' 
meeting, as recited in Exhibit 4, how long had you studied 
the riatter on which you reported? 

A I don't recall the precise length of tine. It 
was over a period of tire and in connection with discus- 
sions with both our legal counsel, our accounting counsel 
and our investment bankers. 

Q What independent study did you make on the sub- 
ject on v/hic)i you reported? i 

I 

MR. GILLESPIE; What do you mean? I 
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MR* WIMRR: I mean independent of counsel 


and b^mker 8 • 


Do you mean by that did I 50 to the text books. 


or what? 


Q I really don't kncn» t;hat you did. That is why 
I am asking you the question, 

A I think from educational background I had 

some general knotfledge in thio area, and I supplemented 

% 

that knowledge with consultation with legal counsel and 
our investment bankers. 

Q I call your attention to the first paragraph after 
the introductory paragraph in Exhibit 4, The statement* is 

I 

as follows: 

"Mr, Haynes stated that in order to protect • 
the holders of the convertible subordinated debentui’cs 
against dilution of the value of the convertible 
features of the dobentureq, upon the issuance of 
additional shares of capital stock of the company after 
the date of the indenture, the indenture provides that 
if any shares of stock arc issued foi* a consideration 
less than $50 a share, an adjur.trnnt in the conversion 
rate may be required," 

Did you state this of your O'^n knowledge? 


Yes, 


r04V/ERCE REPORTING CO. 

ISO NASSAU NtW YOKU. N. Y. 100)1 • WOrtk 4>)M7 






1 

2 

3 

4 

5 

6 

7 

8 
9 

10 
11 
12 . 

13 

14 

15 

16 
17 

ic 

19 

20 
21 
22 
23 


24 

25 


Haynes 765a 81 

Q I call your attention to Exhibit 3, page 3, 
where your conclusion is that the conversion rate, after 
the Vertol acquisition, is 2*0048. Had the conversion rate 
been 2,051, would the holders of the debentures be entitled' 
to additional shares? 

A I think the indenture is clear on that point-. 

Q How about you? Are you clear about it? 

MR, GILLESPIE; Objection. Do not answer 
that question. It is eu?guinentatlve . 

MR. WINER; I would like to have the answer. 
MR. GILLESPIE; I advise the witness not to 

answer, 

Q I will put it simply so there will be no question 
of mistake. 

If the conversion rate shown by you after the 

Vertol acquisition had been 2,051, v;ould the Iiolders of the 

debentures bo entitled to more shares on conversion? 

MR. GIL SPIE; I^ object to the question 

/ 

on the ground that it calls for a legal conclusion 
and interpretation of the indenture, and I advise 
the witness not to answer. 

Q New I call your attention to the statement after 
that figure. 

Per the indenture, it is not necessary j 
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to adjust the conversion rate unless it would increase 

the rate by at least one-t^;elfth of a share.” 

Were you aware of that statement at the time it 

was made? 

I A The memorandum waa addressed to me. 

Q Did you disapprove the memorandum? 

A There was no approval or disapproval required. 

Q Whose business was it to see to it that if a 

person tendered a debenture for conversion, they bought 
the right number of shares? 

i 

A At that tim.e it was my responsibility, but this 
whole matter had been taken care of in 1960 at the time 
the Vertol acquisition was consummated and the par value 
established by the board of directors. 

Q On your recommendation? 

A On my recommendation. 

I 

Q Now let's go back to the first item, four per 
cent stock dividend, November 4, 1958. 

Did you compute four per cent of 7,037,447 shares' 
MR. GILLESPIE: You mean did he personally? 

Q Did he compute it himself, whether somebody else 
ahead of him or after him, did he make the coiaputa- 
tion at any time personally? 

A The computation was made in ’lovcnbor of 1953, at 


' % 
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which tine I was assistant controllei’ of the conpany and 
was not directly involved in nakinj; such computation. 

Q Did you ever take four per cent of 7,037,447? 

A No. Do you want me to do it now? 

Q Please do. What figure do you come up with? 

A 281,497, or rounded off to 498 shares. 

Q Can you explain why the figure given there is 

281,537? 

A Well, we have a complete detailed record of the 
stock issued between the time the 7,037,447 v;as established, 

I am sure I can. It is quite obvious that there v;cre 
additional shares issued. 

Q Were these additional shares excluded in the 
computation or included in the computation? 

A On the basis of the information I have, they 

i 

would have to be excluded shares. 

Q So that the figure there is not correct, is it? 

The figure v;hich cays, "The conversion rate calculation 
to date is as follows,” is incorrect, is it not? 

A On v;hat basis do you say it is incorrect? 

Q On the basis of the computation figure that 
you gave. Is that correct? I am also saying that the 
number of outstanding shaies at Jlovenber 4, 1958 

i 

A Do you have Item 22 with you? j 
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MR. V/INER: What is it? 

THE WITNESS: Capital stock history of the 

company from July 1, 1958 to May 1, 1966, 

MR. WINER; Mark The Boeing Company capital 

stock hit. tory, dated 7/1/58 to 5/1/66, as Plaintiffs' 

Exhibit 5 for identification. 

(The Boeing Company capital stock 
history, dated 7/1/58 to 5/1/66, 
marked Plaintiffs* Exhibit 5 for 
identif icati 9 n , as of this date.) 

Q Proceeding with Exhibit 3 on page 3, you see a 
two per cent stock dividend of November 2, 1959? 

A Correct. 

Q Would you te}l us what t\70 per cent of 7,037,447 

is? 

A 140,749. 

Q Mr. Haynes, I would like to accept your figure, 
but I think it is adverse to yourself, 

A Would you repeat the question then? 

Q V/ould you take two per cent of 7,037,447? 

A Two per cent of 7,037,447? 

Q Yes. 

A It appears right to me. 

Q Would you, Mr, Haynes, please teke aft^r your 

figure of four per cent on 7,037,447, is added to that 
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2 

figure, then take two per cent of that? 



3 

MR. GILLESPIE: You mean take tv;o par cent 

■ 


4 

of 7,318,984? 



5 

MR. WINER; My figure is 7,010,000. 



6 

Q The original figure is 7,037,447. Taking four 



7 

1 

per cent of that ;/e cane up vjith 281,498. The sum total 



8 

of those figures Is 7,318,945. V/ould you picase take two 



9 

per cent of that figure? 



10 

A 146,379. 



11 

Q So that the total of those figures , then , is now 

1 


12 

7,465,325, is that correct, or 324? 



13 

A I think your addition is right. 



14 

Q Would you tell us hov;, on Plaintiffs Exhibit 3, 



15 

the figure 147,489 is listed as the stock dividend for the 



16 

purposes of calculating the conversion rate? 



17 

A V/hat do you mean, how is it listed? 



18 

Q The person who compiled this conversion rate 



19 

calculation, how did they cone to that conclusion? 



20 

A He took two per cent of the then outstanding 



21 

shares, k.iiich appears on the second page of the schedule 



22 

in Exhibit 5. 


i 

1 

23 

Q Docs that total v;hich appears on page 2 of Ex- 


It 

2^ 

hibit 5 include some excluded shares? 

i 


1 

25 

MR. GILLESPIE; ’.‘hat do you mean by "ex- 


1 
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MR. WIHER: I mean as defined in the in- 
denture about which we are talking. 

MR. GILLESPIE: Suppose you refer to what 
you are referring to in the indenture. 

MR. WINER: I will be glad to do that for 


you. 

If you will turn to page 34 of the indenture 
you will find the definition of excluded shares. 

MR. GILLESPIE: Now, what is your question? 

(The question was road.) 

MR. GILLESPIE: What is the total that you 
are referring to, Mr. Haynes? 

THE WITNESS: I would like to know what 
total he is “deferring to as the excluded shares tliat 
are included in the computation that he is raising a 
question v;ith respect to. 

MR. WINER: I an referring to vjhatever 
figure was used for the purpose of computing the tv;o 
per cent stock dividend. 

THE WITNESS: Is wj)at you are saying then, 
is that the 147,489 are excluded shares that should 
not be included in the computation? 

MR. WINER: I an saying that the figure of 


COfAtAt^Cl REPORTING CO. 

ISO NASSAU STRin. NEW YOAK. K V. tOOSS • WOrtk 


Haynes 771a 87 

147, *489 includes shares which are excluded within 
Paragraph or Section 4.05 of the indenture. 

THE WITNESS: How many shares are there in 
your definition? 

MR. WIWER: I am going to ask you to tell 
me. You did this. I didn»t do it. You tell me. 

THE WITl/ESS: Yon have a different defini- 
tion of excluded shares. 

BY MR. WIHER: 

Q I didn»t ask you about any definition except 
whether it includes excluded shares. We will start it 
differently. 

Tell ub what shares are included in the figure 
on which the two per cent stock dividend was computed. 

A As is shovm on page 2 of Plaintiffs* Exhibit 5, 

the two per cent stock dividend was based upon 7.374,422 
shares . 

Q That total, according to page 1 of Exhibit 4, 
includes 54,386 shares issued under the incentive compensa- 
tion plan, does it not? 

A Yes. 

Q It includes. 1,052 shares issued upon conversion 

of the dobcnturo.s , does it not? 

A Corruct. 

I 
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Q Did you ask Mr. Olsen whether, for the purpose 
of calculating the conversion rate, those shares issued 
under the incentive conpensation plan and, in conversion 
of the debentures, were a proper basis of calculation? 

A I did not. 


Q To your knowledge, did anybody else ask counsel 
for an opinion? 

A I do not know the ansv;er to that question. 

Q liHien this was brought to your attention in 1961 

on or about March 10th, did you read it? 

A Did I read v;hat? 

Q Plaintiffs* 3. 

A I am sure I did. 

Q Did it occur to you that the shares issued under 
the incentive compensation plan and in conversion of de- 
bentures had been included in the computation of the stock 
dividend for tlie purposes of computing tlie conversion rate 
of the debentures? 

MR. GILLESPIE: I object to the form of 
that question. 

MR. WIHERi I will stick by it. 

MR. GILLESPIE: I am objecting to the use 
of the words, "Did it occur." If you ask him if he 
was aware of it, I will withdraw it. I 
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opposite. 

MR. WINER: I c’on*t think there is much 

argument if it is a conclusion if he was aware of it. 

Q Did you give any consideration to the possibility 
• that there was a higher conversion rate owing to the 
debenture-holders? 

A You mean at the tine I read this memo? 

Q Let's take that time first. 

A No. 

Q Have you ever, prior to this afternoon, given 
consideration to that question? 

A No. 

Q Did you read the complaint in this action? 

A I have not reread it recently. 

Q But did you at one time read it? 

A Yes. 

Q Did you find in there a cause of action or a 
count to the effect that there was due to the holders of 
the debentures a greater number of shares on conversion 
than v/as given by thq company? 

A I read that in the complaint. 

Q Did you then- pursue the matter back to the com- 
putations in Exhibit 3 or elsewhere to determine whether 
there wa.':, any validity to that position? 1 
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MR, GILLESPIE: I object to the forn of 

that question. 

Q Did you then look or recompute the conversion 
basis? 

MR. GILLESPIE: That is after reading the 

complaint? 

MR, WINER: After reading the complaint, 

A The ansv/er to that would be no. 

Q Did you discuss that possibility with counsel 
after reading the complaint? 

A To the best of my recollection, the only possible 
discussion v;as that the only way that figure would have 
been arrived at was from the information taken out of the 
annual reports without reference to the specific data upon ! 
which the company’s computations were made, 

Q And beyond that, there was no further discussion? 

A That is correct. 

Q Who is the author of the Plaintiffs' Exhibit 3? • 

A It indicates it is L. E, Fillon, 

I 

Q What position did he hold on March 10, 1961? 

A I don't recall specifically, but he was working 
in the treasurer's office, 

Q Did ho comnilc the calculations in Exhibit 3? 

( 

A I v/ould assume so, on the basis he signed the I 
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I 

memorandun, 

Q Tho plan and agreenent of reorganization botv/oen 
Boeing Airplane Company and Vertol Aircraft Corporation is 
dated January 18, 19G0, Is that the date, to the best of 
your knowledge, on which it v/as executed? 

A To the best of my kno\7ledge, yes. 

Q Did you become vice-president of finance prior 
to January 18 or after January 18, 1960? 

A ?iy recollection, it would bo after January 18th. 

Q According to a statement attributed to you at 
the botton of the fourth page of Exhibit M, the closing 
price on March 30th, the day before the closing date, uclb 
24 1/8} that refers to the closing price of Boeing stock 
on the exchange. Is that correct? 

A That is correct. 

Q V7crc you at that time vice-president of finance? 

i. My recollection is I was not. 

Q In v;hat capacity was it that you wero selected 
to make this report? 

A I v/as tJien controller ol' the company. 

Q According to the books and records of Boeing, 
what was tho value added to Booing’s net worth by the 
acquisition of Vertol? 

Mk. GyU.rBPIK: I am going to object to 
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2 

that question. I don't sec where this cones under 


3 

^ % , 

the questions or itenr. that are subjects of inquiry 


4 

pursuant to our stipulation. 


5 

MR. WINER: If you would please read page 35 

1 

6 

of the indenture, you will find it is rather material 


7 

to the calculation of the conversion. 


8 

MR. GILLESPIE: The board of directors 


9 

have determined this, I assume, that being the case. 


10 

then I v;ould think the question is now whether the 

j 


11 

computations were properly made from that. If you 


12 

want to ask about computation, I won't object. If 


13 

you are going into background of Vertol, I am objectinj 

> 

» 

14 

right now, and we may as v/ell go to court. 


15 

MR. WINER: It seems to me, despite the 


16 

breadth of that statement, there ara still other 


17 

possibilities. I did not intend to get an appraisal 


f8 

of Vertol but I did intend to get the basis for Mr. 


19 

Haynes' attribution of the value of Vertol. 


20 

MR. GILLESPIE: That is starting down the 

• 


21 

road. You know that famous expression. The road to 


22 

hell is fast and slippery. You start down there and 


- 23 

we will be in trouble. I am objecting now. 


24 

MR, WINER: L'o will have to go to court on 

1 


25 

that .>ocausQ we hava to find the full basis of this 
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I 

report made by Mr, Haynes, V7hich is v;hat you furnished ‘ 

i 

as an extract from the minutes of the board of director's. 

I 

MR. 6ILLKSPIE: Once the board, in their j 
business judgment, has rendered that, then you are ! 
through. You can question the computaxiono on that, 
but if you are going into a Valuation of Vertol , we j 

I 

must call a halt. j 

MR. WINER: At the risk of going to hell 
with you? « 

MR. GILLESPIE: I am not going. I am just ' 
not going with you, 

MR, WINER: I took it as an invitation, I 
would like to say that Mr. Haynes arrived at a figure 
and, apparently, from the minutes you gave us, his | 
four-page statement, as far as the minutes are con- ! 

earned, was the only reference to the valuation of ' 

i 

the Vertol Company, and I waht to examine him as to j 

I 

how he selected one figure rather than another figure. * 
MR, GILLESPIE: That is a long way from a 

I 

lawsuit, that is complaining about adequacy of notice | 
to debenture-holders, j 

MR, WINER: You should read the complaint, 

HR. GILLESPIE: I have, and within the last 

I 

twenty-four hours. 

I 

I 
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I 

j 

I am objecting, and advice the witness not ^ 
to ansv;er those questions. 

MR. WINER: I suggest that we try to get ' 

to the court today or the first thing in the morning ’ 

i 

while the witness is here. 

MR. GILLESPIE: I suggest you finish your 
examination, except fcrthat. 

MR. WINER: I am not going to inquire any 

further about the question of conversion rate until ' 

i 

we get a ruling. I 

i 

MR. GILLESPIE: You have no further ques- 
tions for Mr. Haynes? 

MR. WINER: I did not say that. I said I 
am not inquiring until I get a ruling. I suggest that: 

I 

we suspend and, at your convenience, we will go to the | 
judge on this question tomorrow morning first or, if ! 
it is agreeable with Mr. Wcchsler and Mr. Olsen, wo I 

will proceed v/ith his testimony tomorrow morning. | 

» 

I don’t care ‘which you do first, but I do insist that | 

before Mr. Haynes leaves, to the extent that I have ' 

! 

any rights to insist, that we get a ruling here first . \ 
MR. GILLESPIE: I would suggest that you ! 
finish your other topics and get them cut of the way. 

MR, V/I/IER: Off the record. i 

I 

j 
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PY MR. V/INER: 


4 Q I will ask these questions just reserving my 

5 rights, as I said, with respect to the report, given by 

6 Mr. Haynes and the action of the board of directors on 

7 that report. 

8 Mr. Haynes, how was the option price for the 
p stock option given to Vcrtol employees determined? 

1 MR, GILLESPIE: If you ’know. 

I A Those options were Issued to Vertol employees 

, before our Involvement, so I have no knowledge of how they 
j were arrived at. 

( Q When Boeing giie its options to Vertol employees , 

What was the basis for determining the option price? 

MR. GILLESPIE! I object to the form of that 

! question. 

Q Did Boeing at some time replace the options 

which Vertol had given to its employees with stock options 
for Boeing stock? 

A Yes. I 

Q At what price were Vcrtol employees given the | 

right to buy Boeing stock? 

! Were they given eighty- five per cent of merlcet, 

j| or was it market at the time of purchase, or what? Uhat ' 

COM-vlER^E REPORTING CO. 
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was the price? 


8 


M*. GILLESPIE! Off the record. 

(Discussion off the record.) 

MH. GILLESPIE: Mr. Heynes, I taPe it that 

you do not know presently the answer to that question: 

r>ir. WITNESS: I do not hnow t)« answer to 
that question. 

MR. GILLESPIE: Vep n,,, 
into that information, and I win, 

Whether we win he able to checR into it. hut I win 

lot you know whether we can supply the information. 

HR. WINER: And. if you are able, you will 
supply it into the answer? 

MR. GILLESPIE: I want to look into the ques- 
tion first, and I will advise you what action we will 
take with regtird to it. , 

I 

In any event, you do not presently have it ^ 

here? 1 

TF{E WITNESS: No. j 

Q AS 1 understand it. Mr. Haynes, you are statin: ' 

you do not roctill the fc-rmula for the purchase; is 
that correct? 

A If you are asking me whether I know the basis upon 

'/hich the Vertol board of dircctc — rm 

uircctc ^ ran its stock options, 

COMMEP.CE REPO.'ITING CO. 
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the Vertol enployees, prior to the time that Boeinc acquire-I 
Vertol, the answer is I don*t know, 

I 

Q Do you know what obligations Boeing assumed with 

I 

respect to the Vertol employee options to acquire Boeing 

I 

stock? I 

! 

A I assume that is in the January document. There 

j 

is reference to the option in there, so I assume that what 

I 

I 

undertaking Boeing agreed to is spelled out in the plan 
cf reorganization, ’ | 

MR. GILLESPIE: VJhich has been supplied as 
Item 23 to the plaintiffs. i 

I 

Q Having read that, I cannot concur in the assurap- 

I 

tion. Item 23 states that the Vertol options will be at ; 

i 

! 

the ratio of tv?o shares of Boeing for each three shares 
of Vertol, that the optionee had the right to acquire. 

I am not asking you for that information. V/hat 
I am asking you is what he would have to pay for the two 


19 

20 i 


21 i 

22 

23 

24 


shares of Boeing which he would acquire. 

j 

A Again, I think you referred to a schedule that 

I 

had those prices included on it that has been produced. ^ 
That schedule — 

i 

Q Let me make a statement. The schedule, as I j 

I 

understand it, because I read it, provides for a slightly 
different price for the various shares acquired by Vertol , 


COMV.EflCE REf-CilTlMG CO. 

150 MAssAU sTf-ur, iiEv/’ /oa::, n. y. icoas • wc.ci ‘‘.-otny 


I 


I 


Haynes 


783a 99 


employees. They are $2'; and chanf.c , or $25 and change, 
or $26 and change, I want to know whether there was some 
date fixed for pricing, whether there was a percentage of 
the market price on that date or of any other date fixed 
for pricing those shares. If you would give it to us 
by tomorrow, that will be quite satisfactory to me. If 
you cannot, then let us know that. 


MR. GILLESPIE* Let us take it under advise- 


ment. 


BY MR. WECHSLER: ! 

Q Did you tell Mr. Thornton on or before March 2, ' 

1966, that the redemption date for the debentures would be ! 

April 8, 1966? j 

j 

A I did not, i 

Q Do you know how Mr. Thornton knew that the re- ! 

demption date ^^;ould be April 8, 1966 on March 2, 1966? 

A Mr, Thornton was ax7are of discussions with re- 
spect to a time schedule that was being discussed as be- 
tween Boeing representatives, our investment bankers, their’ 

legal counsel and Boeing legal counsel, I 


Q Do you know v;ho made him aware of those discus- 


sions? 


A Mr, Thornton v/as in attendance at the meetings 
where the liscussionr. were takin., place. The nam.cs of 
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2 the participants of that neating arc already set forth 

3 in the answers to the interrogatories. 

! 

4 Q In answer to Interrogatory No. 12, I had understood 

5 from that, that the parties present to t}ie fixing of the 

' * ■ i 

6 dates for publication was yourself, Mr. Olsen ^and investment 

7 banking advisers. Is there some other meeting you are | 

8 , referring to at which Mr. Thornton was present which fixed ' 

9 the redemption date? 1 

I 1 ! 

10 j 1^ As indicated in the answer to Interrogatory 5, i 

11 j, under the caption, "March 2nd and 4th," you will note that 

12 |j Mr. Thornton was in attendance at the meetings involved i 

13 j with the investment bankers and legal counsel. i 

i 1 

14 Q Were you also present at the meetings at which ! 

J j 

15 jj Mr. Thornton became aware that April 8th had been set as the 

I ! 

1^ redemption date? 

I I 

17 : A I was at the meeting at which time schedules were ' 

10 I being discussed, at which tine schedules did indicate, as ! 

I i 

15 j you say, April 0th, both of those dates were on the sched- | 

20 I being discussed. j 

I ; 

21 i 0 V/as that date set on March 2, 1966? i 


date. . 


We were reviewing schedulos that did have that 


I 

toes it refresh your recollection on March 2. 196C'. 


i* according to Interrogatory No. 11, Mr. Thornton instmucted ^ 

1 
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I 

! 

f 


2 

the Chase 

Manhattan Bank that the redemption date is April 



3 

8, 1966? 

Does that refresh your recollection as to the 



4 

date when 

the redemption date was fixed? 



5 

A 

As I say, we were working with a time schedule on 



6 

March 2nd 

that had Che April 8cli redempcioir date in It, but, 



7 

as indicated in Interrogatory 12, that time schedule was 



6 

subject to modification. 



9 

Q 

Subject to modification, was it fixed as April 



10 

8th on March 2, 1966? ’ 



11 

A 

Unless we changed it. 


1 

12 

Q 

Did there come a particular date when you fixed 



■13 

i.t no longer subject to change? 


! 

14 

A 

It would be that point in time when the publics- 



1 

15 1 

1 

tion was released to the nev;spapers. 



1 

16 

Q 

Up until that point, you could have changed it? 



17 

A 

Yes, we could have recalled the publication notic< 

• 


18 

Q 

Did you have any meetings after March 2, 1966 



19 

with a view toward changing the date of redemption from 



20 

April eth? 



21 

A 

We were in constant meetings from March 2nd to 



22 

the remainder of that week and into the following week. 



23 

Q 

Up until what point in the following week were 



24 

you 5n con 

ctant discussion? 



25 

A 

Wc wore in cori;;tant discus sicn in regard to the 
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I 

overall financing program, during the remainder of that ! 
week, into the weekend and into the following week. 

Q Are you familiar with Section 810 of the New 
York Stock Exchange Company Manual? 

MR, GILLESPIE: Are you asking him if he is 
familiar with it as of today? 

MR, WECHSLER: Yes, I will start with that 

question. 

A I have read it. , 

Q Had you read it as of March 2, 1966? 

A My recollection was that I was relying on 
investment betnking, investment bank counsel and the com- 
pany's legal counsel in this particular area, 

Q Do you recall v/hether you had read it as of March 
2, 1966? 

A I don't recall whether I had read it. 

MR, GILLESPIE: I might call attention to 
the copy you furnished hero is dated May 15, 1967, 

There may have boon some earlier copy. 

MR, V/ECHSLER: V/ould you nark this copy 

I 

that I have shown the witness as Plaintiff's Exhibit 6? 

(Section 810 of New York Stock 
Exchange Cc-npany Manual narked 
Plaintiffs' Exhibit 6 for identi- 
ficacic:'., as of this date.) 

I 

I 

I 
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Q Do you know whether any steps were taken by 
Boeing to comply with any publicity requirements for the 
New York Stock Exchange? 

MR. DODBIfl: I object to that question 
because I think it was answered fully by the inter- 
rogatory. 




It is page 18, Interrogatory No. 9, 

MR, WECHSLER: If by saying it v;a 3 fully 
answered, do you refer to the section, that Section 
810 of the Manual did not govern the contractual 
agreement between Boeing and its debenture-holders? 
Then I have to differ with you as to whether it was 
answered or not. That interrogatory merely states j 
that you are not, os a matter of law, obligated to j 
comply. But what I am interested in is v/hether you, 
in fact, did attempt to comply or what steps you 
took, and that is not answered in that interrogatory. 

MR. GILLESPIE; One of the problems, Mr. 
Wechsler, arises from the fundamental conflict that 

I 

exists between the plaintiffs and the defendants in 
this area. Your belief that we were required to do 
it and our belief that we v/erc not required to do it. 
Perhaps if you want to find out the fact of what was 
done, I would have no objection. 
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MR. WECHSLHR: That is what I am interested | 

I 

in. Whether you, in fact, did or did not comply. 

We are not interested in whether you think you had to ^ 
comply . 

MR. GILLESPIE: As soon as you put the ques- j 
tion, what did you do to comply, you are assuming that I 
it was complied. ! 

MR. WECHSLER: As a fact, you may admit that 
you did not comply. * 

MR. GILLESPIE: The difficulty is the use 
of the v;ord "comply,” and I will have to object to 
the form of the question. 

Q Did Boeing Corpor’ation, to your knowledge, issue 
a general news release on March 2, 1966, regarding the 
redemption of the debentures? 

A The answer, again, is contained -- 

Q Can»t you just answer no, instead of referring to 
the interrogatories? 

A I think the answer is contained in the answer ' 

to the interrogatory on the basis that there is no men- 
tion — 

Q There is no question as to whether a general news 
rele-.se was insur'd on March 2, 1966, 

Was a general release issued on March 2, 1966? 
COMMERCE REPORTIMG CO. 
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A My recollection is that it was not. 

Q Was a ganeral nev/s release Issued by Boeing 

at any time during 1966* stating the date of redemption 
of the debentures? 

MR. DOBBIN: I object to that question as 
being answered by the interrogatory, specifically. 
Interrogatory No, 9. 

MR. WECHSLER: I don’t know that is the 
identifical question that I askea, but it does refer 
to a news release. 

Q Do you knot7 when the Stock Exchange was notified 
that April 8th had been selected as the redemption date? 

MR. DOBBIN: I object to the question as 
having been answered by the interrogatories. 

On page 22, in answer to Interrogatory 13. 
MR, V/ECHSLER: That is not the same question 
that I asked the witness. The question was whether 
Boeing ‘nquired of the New York Stock Exchange with 
respect to the publicity required of it, 

MR, DOBBIN: Would you read the question 
back, please? 

(The question was read,) 

Q My question is when were they notified? 

MR, GILLESPIE: The ansv/er is xn the answer 
COMMERCE REPORTING CO. 
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to the interrogatory, 

I 

^ MR, WECHSLER: If the witness wants to read 
the interrogatory, that will be all right, 

MR. GILLESPIE: Off the record. 

(Discussion off the record.) 

* r* 

Q Do I understand it, then, that referring to 
Interrogatory 13, the Now York Stock Exchange, to your 
knowledge, was not notified before March 7, 1966, of the 
date selected for making the call? * 

A ^t my, understanding, 

MR. V/ECHSLERr* I have no further questions, 
(Time noted: 5:00 p.rn.) 


Subscribed and sworn to before 


this 


day of 


, 1969. 
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STATE OF N£i; YORK ) 


4 

COUNTY OF NEW YORK) 


5 

I, KEMUBTII SOFROMSKl, a Shorthand Re- 

1 

6 

porter and notary Public within and for the State 


7 

of Now YorR, do hereby certify: 


8 

That Hd.ROLD W. HAYNES, the witness whose 


9 

deposition is hereinbefore set forth, was duly 


10 

sworn by ne and that such deposition is a true 


11 

record of the testimony riven by such witness. 


12 

I further certify that 1 am not related 


13 

to any of the parties to this action by blood or mar- 


14 

riages and that I am in no way Interested in the 


15 

outcome of this matters 


16 

IN WITNESS VMEREOF, I have hereunto set 


17 

my hand this day of (' 


18 

* 

f 


19 

■>' 1 / / /• 


20 

‘ KENNETH 80FR0NSKI " *• 

/ 


21 
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UMITKD S7ATi:S DISTRICT COURT 
SOUTF’KRN DISTRICT OF YORK 


WILLIAM R. mi GLML'RT, ot al. , j 

Plaintiff c, t 

-againot- : 

THL BOEING C0MPA>IY, €t al., : 

Defendants. r 


Continuad doposition of defendant THE 
BOEING C0?IPAUi', by IIAIiOLD V/. HAYIIES, taken by 
plaintiffs pursuant to notice and stipulation 
dated Api'il 4, ISCD, at the offices of Messrs. 
Davis Pol>; & V/nrdwoll, 1 Chase Manhattan Plasa, 
Mov/ York, H. Y. lOQOS, on April 10, 1960, at 
1:00 p.m., before Kenneth Sofronski, a Shorthand 
Reporter and Notary Public of the State of Nsvj 
Yoi'k. 
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APPEARANCES: 

Messrs. NATHAN MANNHEIMER ASCHE WINER 8 FRIEDMAN, 
Attorneys for Plaintiffs, 

295 Madison Avenue, 

Uexf YoA, N, Y, 10017 
BY: NORMAN WINER, ESQ., 

Of Counsel 

Messrs. I-yiTSON KASS GOODKIND 6 VJECHSLER, 

Attorneys for Plaintiffs, 

60 East 42nd Street, 

New York, N. Y. 10017 
BY: STUART D. WECHSLER, ESQ., 

Of Counsel 

IRVING STEI?NiAJI, ESQ., 

Attov’ney for Plaintiffs, 

11 Park Place, 

New York, U. Y. 10007 

ABPvAHAM E. FREEDM/iN, ESQ., 

Attorney for Plaintiff Edward Mittler, 

3C Seventh Aver;ue, 

New York, N. Y. 10011 
BY: STANLEY fi. GRUP.ER, ESQ., 

Of Counsel 

Messrs. DAVIS POLK 6 V/ARDV/ELL, 

Attorneys for Defendants The Boeinn Conpany 
and Thomas R. Wilcox, 

1 Chase Manhattan Pla^a, 

New York, N. Y. 10005 
BY; S. HA2ARD GILLESPIE, ESQ., 

ROBERT F. DOBBIN, ESQ., 

WILLIAM H. LEVIT, JR., ESQ., 

Of Counsel 

Messrs. HOLMAN PERKINS COIE STONE 6 OLSEN, 
Attoi’neys for Defendants The Boeing Conpany 
and Thonas R. V/ilcox, 

1900 Washiiigton Boulevard, 

Seattle, V/ashington 9 8101 
BY; E'AVID E. WAGONER, ESQ., 

Of Counsel I 
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ALSO PRESENT: 


MRS, HANNA HALE, 

35 Cornell Drive, * 

Great Neck, N. Y. 

oOo 

HAROLD W. HAYNES, recalled as a wit- 
ness by plaintiffs, having been previously sworn, re- 
sumed the stand and testified further as follows: 

MR. WINER; Mr. Gillespie, would >du hand 
the witness a copy of Plaintiffs *' Exhibit 4, please? 

MR. GILLESPIE; I have done so, 
examination (Cont.) BY MR, WINER; 

Q Mr. Haynes, Exhibit 4 refers ro only one appraisal,!, 
that by Manufacturers Mutual Fire Insurance Company. 

Have you a copy of that appraisal here? 

A No. 

MR, GILLESPIE; V/e will produce it. V/e 
don't have it here. 

Q Did you use that appraisal in arriving at the 

figure of $15,250,000 which is the figure you gave in Ex- 
hibit 4? 

A Are you asking did I use that appraisal in making 
the computation of the $15,250,000? 

Q That is ccrra.c:, 

A The ansv.’er to that is no. 
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Q Did you use any other appraisal in arriving at 
your figure? 

A The answer to that is no. 

Q Mr. Haynes, on page 4 of the minutes, being Ex- 
hibit 4, you stated that at the November 13th closing 
market price of 33 5/8 multiplied by the total number of 
shares that may be issued as a result of the agreement 
and adjusted for the amount the company will receive upon 
the exercise of Vertol stock options, 'the product would 
be approximately $15,250,000. 

What adjustments had you in mind when you made 
that statement? 


MR. GILLESPIE: Perhaps you might ask him 
how he calculated it. 


MR. WINER; I will be glad to. 

Q How did you calculate the 33 5/8 multiplied by 
the number of shares that would be issued and with a 
certain adjustment could come to $15,250,000? 


MR. GILLESPIE; This is Plaintiffs' Exhibii 
3 for identification. 

A The calculation was based upon taking the total 
of 448.954 shares that were issued in connection with the 
acquisition of the assets of Vertol and 23,782 shares 
which v;ould be issued to Vertol employees in connection 
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with the stock options granted to then prior to Vertol 
being acquired by Boeing. That total. If ny arithmetic 
is correct, is 472,736 shares. That nunber was multiplied j 
by 33 5/8. Again, if my arithmetic is correct, that gives 
you a value of $15,895,748. 

As is indicated in the minutes to which you refer, 
an adjustment was then made for the amount the company 
would receive upon the exercise of the Vertol options, 
which amount was $644,514. When you deduct that from 
$15,895,748, you arrive at a value of $15,251,234. That 
was rounfied to $15 ,250,000. 

Q Are you through now with your answer? 

A - Yes. 

Q Would you please read that back to ms slowly? 

(The answer vras read.) j 

Q How did you arrive at the figure of $644,514 | 

for the Vertol stock options? | 

A That figure would represent the price that the 
employee would pay the company on the exercise of those 
options . 

Q According to Exhibit 5, and I refer you to page 
2 and following, the actual acquisition prices under the 
Vertol options were 25.53, 26.51, 24.77 and so on. 

I 

V/as there some reason for you to fix a price | 
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which I believe you will find to be 27.1 a share on the 
23,782 shares of Vertol? 


question? 


MR. GILLESPIE: Do you understand the 


THE WITNESS: Yes. 


A I think you misinterpret the schedule, as I in- 
dicated, the $644,514 is the aggregate of the prices 
that would bo paid as each of the 23,782 shares were 
issued to employees upon the exercise 'of their stock op- 
tions. Those option prices varied. There was no stand- 
ard option price. 

Q You mean they varied as of the time you compiled 
or had compiled for you Exhibit 3; is that right? You 
mean they were at various prices at the time Exhibit 3 
was compiled? 

A Yes. 

Q Did the prices vary aftem>fards? 

A The prices were based upon the price that existed 
at the time the options v;ere originally granted by the 
bjard of directors of Vertol. 

Q In that event, can we cut this short and just 
say that the prices ultimately paid by the Vertol employees 
for their options should have been known to you at the 
tine Exhi' it 3 was compiled? 
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3 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

15 

16 

io 

19 

20 
21 
22 

23 

24 

25 


MR, GILLESPIE: V/hen you say "should have 

been" — 

, 0 I will say "were," if you prefer that. 

V/as the price that v;as ultimately paid on the 
exercise of the option prices knov/n to you at the time you 
had Exhibit 3 compiled for you? 

A Yes . 

Q Do you recall whether there v;as some formula 
by which these prices were determined j’ that is, eighty- 
five per cent of market on a certain day, or ninety per 
cent or a hundred per cent of market on some day? Was 
there i formula? 

A It is my understanding that the options, when 
originally granted by Verto.l prior to its acquisition by 
Boeing, were granted at a price equal to ninety-five per 
cent of the market price on the date of the option grant, 

I 

Q Did you consult with Mr, Olsen on the selection , 
of the date on which you took the Boeing price? 

A Yes. 

Q Did you discuss with him the status of the situa- 
tion on Ilovembor 13, 1959, v/hen you took the price? 

A I don’t understand your question. 

Q V/as there a firm deal on November 13 , 1959? 

A As the minutes of the boai-d indicate that ’/ovember 
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13th was tha day on which the directors and the n,ana;;er.cnt 


of the company decided to proceed with the transaction, 


that is, the transaction of negotiating for the acquisition 


of the assets of Vertol. 


t 

Q Was a resolution passed on that day? 


A No, not that I am aware of. 


Q Was an exchange rate of two shares of Hoeing 


for three shares of Vertol fixed on that day? 


A It is my understanding that management was author- 


ized to undertake negotiations with Vertol for the acquisi- 


tion of the assets of Vertol on a three-for-tv;o exchange 


basis on that day. 


Q Are there minutes of that meeting? 


MR. GILLESPIE: You mean minutes of the 


board, formal minutes of the meeting? 


MR. WINER: Yes. 


Not that I am ciware of. 


MR, WINLR: If there are such minutes, I 


think we ought to know about them and have a copy, 


Is that agreeable to you, that if there are minutes 


of the meeting of that day, you will furnish us with 


a Copy? 




MR, GILLESPIE: We will look into it. It 


has been my understanding that there were no formal 
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minutes of the meeting, but we will look into it and 
let you know, 

MR. WIflER; I will ask that the plan and 
agreement of reorganization be narked as Plaintiffs' 
Exhibit 8 for identification. 

(Plan and agreement of reorganiza- 
tion marked Plaintiffs' Exhibit 8 
for Identification, as of this 
date . ) 


Q I call your attention to Plaintiffs' Exhibit 8, 
page 1, and the vrording is, "Plan and agreement of reorgani- 
zation," dated as of this 18th day of January, 1960. 

Do you know when this plan was actually signed 
by the officers of Boeing and Vcrtol? 

MR, GILLESPIE: I think that is something 
we can try to find out for you, if Mr. Haynes docs not 
knov7 . 

A I don't know, 

Q Was there any signed letter of intent cr pre- 
liminary agreement in existence, to your knowledge, prior 
to the existence and signing of Plaintiffs' Exhibit 8? 

A I don't know. 

Q Did you discuss with Mr. Ols.-sn or any other 
counsel for the company the fact that Plaintiffs' Exhibit 
8 had certain provisions which allowed one side or the 
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2 

other to withdraw from the agreement? Did you discuss 

3 

any such question with Mr. Olsen? 

4 

A I was not involved in any such discussions. 

5 

Q Did you discuss with Mr. Olsen whether the date 

6 

on which this Plaintiffs* Exhibit 8 was signed or dated 

7 

was a proper date to take for the valuation of the Vertol 

8 

purchase? 

9 

A I do not recall specifically discussing whether 

10 

that specific date was a proper date. ’ 

11 

Q Did you discuss with Mr. Olsen or any other 

i 

12 

counsel whether the actual date of closing was a proper 

13 

date for taking the price of the Boeing stock for the pur- 

14 

poses of the co.mputation which you gave to the directors 

15 

on April 4th? 

16 

A I discussed the fact that we did propose to 

17 

use the date of November 13. 1959 with Mr. Olsen, witli our 

18 

accounting counsel and with our investment bankers, all 

9 

19 

of whom I am sure were aware of all the other dates involvec 

20 

in the acquisition of the assets of Vertol, 

21 

Q Did anybody among these people say to you that 

22 

November 13, 1959 was a proper date? 

A Yes. 

23 

Q Who was that? 

24 


25 

A Mr. Olsen, our account.'.ng counsel and our invest- 
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Jnent bankers. 

Q According to page 5 of the minutes. Exhibit 4* 
"Upon questions from one of the directors, 
Mr. Haynes stated that a calculation had been made 
as to the minimum value that could be placed on 
the assets of Vertol without an adjustment in the 
conversion price being required." 

Dojou recall who that director was? 

A I do not. , 

Q Did you make that calculation there or did you 
have it with you? 

A I don’t recall. Probably the calculation had 
been made previously. 

Q Did you sign or approve the Pennsylvania excise 
tax return which was filed upon Boeing’s taking over 
Vertol? 

A I don’t recall. 

Q According to Exhibit 4 you stated, and I refer 
you to the bottom of page 2 of thosp minutes: 

"Mr. Haynes stated, however, that the book 
value of the tangible assets will be used for the 
purpose of computing the Pennsylvania state excise 
tax payable as a condition to qualification to do 
business in Pen)*sylv»uiia, ” 
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What was the requirement of the Pennsylvania 
state excise tax which you were fulfilling by giving 
the book value of the tangible assets? 

MR. GILLESPIE: I must object to that 
question. I would like to have it read back first. 
(The question was read.) 

MR. GILLESPIE: If you know. 

A I don't know. 

Q Did you know at that time? ‘ 

A I probably had an idea at that time. 

Q Finally, on pace 2 of the Exhibit 5, it appears 

that the sum recorded in your capital stock history, as 

issued upon the acquisition of Vertol, was *6,594,885. 

Was that the figure taken in the pooling of 

interests computation as the value of the Vertol acquisi- 
tlon? 


MR. GILLESPIE: Would you read the question 


back? 


(The question was read.) 

MR. GILLESPIE: You may answer, 

A I understand the question. In fact, you had 
better repeat the question because I don't think it is 
phrased in a proper manner, 

Q V/hat does that figure of $G, 594, 835 represent? 
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STATE OF NEV/ YORK ) 

: 88 

COUNTY OF NEW YORK) 

I f KENNETH SOFRONSKY , a Shorthand Reporter 
and Notary Public within and for the State of New 
York, do hereby certify: 

That I reported the continued deposition 
of HAROLD W. HAYNES (pages 109-121) and that such 
deposition is a true record of the testimony given 
by such witness. 

I further certify that I am not related to 
any of the parties to this action by blood or mar- 
riage; and that I am in no way interested in the 
outcome of this matter, 

IN WITNESS WHEREOF, I have hereunto set 
my hand this < day of ^ 1969, 

/-.V - ■ . 

• KENNETH SOFRONSKI 
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Re : Van Gemert v, Boeing 

Corrections in the 
Deposition of 
H. W. Haynes 


Page 

Line 

Change 

4 

12 

change complete to meet 

6 

17 - 19 

meaning is unclear 

9 

13 

strike comma after which 

11 

2 

change certainly is to concerns 


3 

change periods to period 
change and to from 
change dates to date 


4 

change periods to period 

12 

19 

change debentureholder to 
debentureholders 

14 

13 

change periods to period 


15 

change conversion to conversions 

18 

1 

change equitable to equity 


20 

change equitable to equity 

20 

7 

change covenance to covenants 


22 

change of the to other 

22 

23 

change debts to debt 

24 

22 

change the financial chronicle 
to The Commercial and Financial 
Chronicle 

25 

4 

change the commercial and 
financial chronicle to The 
Commercial and Financial 

Chronicle 

26 

18 

change requirment to requirements 

29 

4 

change dscusslng to discussing 
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Page 

Line 

'Change 

29 

14 

change is to are 

31 

19 

meaning is unclear 

34 

16 

change to to could 

37 

25 

change the period to a comma 

39 

15 

change noticed to mentioned 


18 

change consideration to call 
of the debentures 


20 

strike period add and 


21 

strike capital A 



change That to that 

41 

7 

after office insert or 


8 

add comma after to 


8 

change later to latter 

42 

4 

after the add minutes of 


21 

change statements to statement 

48 

22 

change was to were 

49 

10 - 11 

change to read as follows: 

. . the President, Vice 
President-Finance or Treasurer 
of the Company, or anyone of 
such officers. 


15 

after the insert 4-1/2% con- 
vertible subordinated 
debentures. ..." 

50 

6 

change specially to specifically 
and change specifics to provisions 

56 

5 

after selection insert made 


I 
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!■ 

i 

1- 

1 


1 

1 
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! Page 

Line 

Change 

i 

1 57 

1 

1 

change includes to included 

61 

15 

insert quotation marks before 

Mr. 



after matters insert with Chase 


17 

after New York Times insert 
quotation marks 

62 

8 

meaning is unclear 

64 

14 

*fter Mr. Olsen strike comma 
insert and the 

! 

15 

strike in insert with 

! 70 

1 

6 

strike in insert until 

! 71 

! 

16 

strike were insert was 

' 72 

9 

strike by insert with 

74 

14 

change 1965 to 1961 


19 

change 1965 to 1961 

75 

20 

change in to the 

78 

15 

change with to for 

80 

16 

change convertible subordinated 
debentures to Convertible 

Subordinated Debentures 

I* 

18 

change debentures to Debentures 
and strike comma 


19 

change company to Company 


10 

change indenture to Indenture 


23 

change indenture to Indenture 
after required add . . . . " 

81 

20 

insert comma after conclusion 

81 

21 

change and to an 
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Page 

Line 

Change 

83 

7 

change 498 to 281,493 

87 

23 

change 1,052 to 1,042 

91 

20 

change Pillon to Filion 

92 

12 

change bottom to top 

94 

21 

strike comma after lawsuit 

97 

25 

strike comma after options 
and Insert to 

98 

1 

strike the before Vertol and 
strike comma after employees 


16 

strike comma after Vertol 

100 

1 

change of to at 


5 

change to to at 


6 

change was to were 

101 

21 

change to to through 

102 

4 

change 8 to A- 


12 

after banking insert counsel, 
the 



change bank to bankers' legal 


22 

change 8 to A- 

103 

10 

change 8 to A- 

104 

8 

after complied strike period 
insert with. 


change Exhibit 1 to read 
as follows: "4-1/2% Subordinated 
Convertible Debentures" 

Exhibit 3 change 1965 to 1961 

Exhibit 4 change assistant 
secretary to Assistant Secretary 

- 4 - 
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Paqe 


Line 


Change 


after 1960 insert with the 
extract attached thereto 

Exhibit 6 change 8 to A- 

after Manual insert dated 
May 15, 1967 

change Manufacturers to 
Manufacturer ' s 

change were to was 

insert comma after Indicate 
strike that 

change questions to question 

after required insert . . . . 

change state excise to State 
Excise 


3-7 


change tax to Tax 
meaning unclear 
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EXHIBIT P-3 - EXCERPTS FROM DEPOSITION OF HAROLD F. OLSEN 

* * * ** 

Harold f, ot*jpm 

OLSEN, called as a witness 
by plaintiffs, having been first duly sworn by the 

Notary Public (Kenneth Safronski), testified as fol- 
lows: 

examination by MR, WECHSLER: 

Q liHiat is your nane and address? 

A Harold F. Olsen. 8875 Overlake Drive, West 
Bellevue, Vfashington 98004, 


24 II 


Q imat is your present position with The Boeing Co.J 

pany? 

A I an not cnploycd by The Boeing Cor.pany, I en 
I a partner in a lav; firn; Kolnan Perkins Coic Stone 6 Olsen. 
My firm is general counsel for The Boeing Conpeny. I 

Q Your firn was general counsel for The Boeing Co.-- ^ 
pany on February 24, 196C? 

A Yes, sir, 

Q According to tha interrogatories, you attended a ' 
nocting on February 24, 1S6G? j 

I 

A Yes, sir. 

Q That :.) 2 .stino ^cs with reference to the calling 
of the debentures? | 

A That was one of the subjects of the meeting, yes. \ 

Q Can you tell us the substance of y&ur discussions ' 

at that meeting? i 
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A The meeting was held in Hr. Haynes* office at 
the Boeing plant. He revie:;ed the results of meetings 
he had had the prior week in Hew York with the company's 
investment bankers and generally outlined a proposal to 
obtain additional finemcing for the company through the 
public issue of either additional stock or securities, 
convertible into stock, possible time schedules for 
accomplishing this additional financing, various of the 
consideration that he liad discussed with the investment 
bankers involved in these proposals. 

The call of the debentures was one of the items 
that was discussed. That is about a sutir.ary of the meet- 


ing. 


Q Were specific dates as to the call for reder.ptior. 
discussed? 

A At the meeting on the 24th, I believe not, but 

I 

I 

it is possible that they were. | 

I 

Q Did you also attend a meeting at vjhich the calling 
of the debentui'es vfas discussed on Februau^y 27, IGCG? 

A Yes, sir. 

Q Give us the subotcmce of the discussions with 
reference to the debentures at that meeting. 

A This was a moetirig held at Mr. Allen's home. 

Ev that time v;e had discussed with the invastment bankers ; 
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and their counsel possible tine schedules for the financing 
and the call of the debentures. I had prepared a draft of ! 
resolutions for the forthcoming board of directors* meet- 
ing. I reviewed the timing schedule and these resolutions ■ 
Allen. As I indicated » one of the resolutions 
was a resolution authorizing the officers of the company 
to make the call. I can’t recall that we had any specific 
discussions concerning that, but since it is one of the 
papers I reviewed with him, I an sure *e did. 

Q When had you discussed the tine schedule with the 
investment bankers prior to February 27th? 

A By telephone, perhaps on February 24thi if not 
then, on February 2Sth. 

Q Who did you speak to by telephone? 

6^^ Tovmsend, of First Boston Corporation, and 

Mr. Ward Foshay, of Sullivan & Cromwell, the underwriters’ 
counsel. 

Q Did you discuss a specific date or dates for re- 
demption of the debentures v/ith them? 

A Yes, I am quite sure I .d. 

Q Do you recall what dates they were? 

A At that time wo v;ere discussing first publication 
of March 2 8t}» and redemption on April Gth. These were 
tentative dates. 
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A Did you prepare the Boeinc 1966 financins tenta- 
tive timetable which I €un handing you now? 

A Yes, sir. 

MR. WECHSLER; Could we have that narked j 

Plaintiffs' Exhibit 7 for identification? 

(Boeing 1966 financing tentative 
timetable narked Plaintiffs' Ex- 
hibit 7 for identification, as of 
this date.) ! 

MR. V/ECHSLER: The v/itness prepared the j 

first page only of Plaintiffs' Exhibit 7. 

i 

Q Did you attend the board meeting of Boeing on 
February 28, 1966? 

t 

A I attended part of it. 

Q Did you make a presentation to the board with ' 
reference to the calling of the debentures? 

A Yes. 

Q Do you recall, in substance, v/hat you said to 
the board? 

A I distributed to the board members copies of 

drafts of resolutions relating to generally all of the sub- 
jects that are listed on that time schedule. One of the 
resolutions was the resolution that was ultimately adopted 
by the board. As part of my presentation of all of these 
matters, I explained that this resolution would authorize j | 
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the officers named in the reso.lution to make a call of 

the debentures on a tine schedule to be determined by 
then. 

Q Was there any discussion with reference to the dales 
contained in the tentative timetable by the directors or 
by you at that meeting? 

A Yes. 

Q V/hat was the substance of that discussion? 

A I can*t recall specifically,' except that the 

timing of the entire financing v/as discussed. I recall 
pointing out that for filing of a registration statement 
with the Securities and Exchange Commission, the schedule 
was considered to be very tight. I don't recall that there* 

I 

were any discussions concerning the dates for redemption 
of the debentures. 

Q Was there any discussion in v;hich you participated 
on or after February 2 8th , at v;hich a date other than 
M arch 2Bth was considered for the expiration of the con- 
version rights of the debentures? 

A Yes . 

Q that occur? 

^ 2 nd, as is indicated on page 8 of the 

answer to the interrogatory, 

Q V/ho v;as present at that discussion? 
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A The individuals nair.ed on page 6. 

Q I don't believe there is an indication which of 

the individuals v;ere present at that particular neeting 
on March 2nd. 

The interrogatory indicates that a variety of 
people were present at meetings taking place betv;cen 
March 2nd and March 4th. Can you recall the ones that were ' 
present at the meeting of March 2nd to which you refer? 

A This is a little difficult because, as is indi- 
cated, these meetings took place throughout this tine 
period and some individuals attended part of the meetings 
and some did not. To the best of my recollection, the 
individuals who wex'e in the meeting most of the day on 


the 2nd would include Mr. Haynes, Mr. Thornton, myself, 

' ■ . ^ . 7 

Mr. Townsend, Mr. Larry,^ Mr. Campbell, Mr. Jones, Mr. 

Boyer, Hr. Morehouse, Mr. Fitzgerald, Mr. Foshay 'and Hr. 
Darrell. — ^ 


Q At the meeting of March 2nd, to i/hich you are 
referring, v/hat was said and by whom, as best you can re— 
call,v;ith reference to the expiration of the conversion 
rights on the debentures? 

A One of the first orders of business of that meet- 
ing v/as to prepare a more detailed time schedule for all 
of the ev.'.its that v?ere anticipated in the financing pre | 
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gram. The call of the debentures was considered a part cf 
the total program. We discussed those dates along with ! 

others. It was at this meeting that the te ntative dat es ^ 

were changed to first publication on March 8th, expiration ^ 
of the conversion privilege on March 29th. I am quite 
sure it was March 29th and the redemption on April 8th. 

These were the dates that were finally used, the ones I am 
referring to. 

Q Was there any discussion at 'the board meeting 
of February 2 8th or during the meetings of !larch 2nd to ’ 
4th with reference to methods of giving notice other than 
those required by the indenture to debenture-holders? 

A Yes. 

Q Tell us the substance of the discussion of each 

meeting v;ith reference to that. 

A I don't believe there were any discussions at 

• . I 

the board meeting. At the m.eeting on March 2nd we dis- ! 
cussed where the publication should be made, and now the 
discussion included reference to the fact that the indenture 
required publication only twice in the newspaper of general I 
circulation in the Borough of Manhattan, A decision •..•as 
made that publication should be made in all editions of 
The V/all Street Journal. 

MR. GIl.LMSPfE: By that you m.ean the 
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national editions? 

THE WITNESS: Yes. 

Q Was there discussion at that meeting of publicity 
other than the publication as you just described? 

A I don’t recall that there was. 

Q In answer to Interrogatory 13 on page 22, it is 
indicated that you had a conversation with Mr. R. N. Shriver 
of the New York Stock Exchange on February 28, 1966. 

V/ould you tell us the substdnee of that conver- 
sation, as best you can recall, what you said to him and | 
what he said tojou? 

A The purpose of the call was to reviev/ with the 
Exchtmge some of the dates in our overall financing plans ! 

i 

and to obtain the approval of the Exchange for those dates., 

! 

Such natters as how many days betv;een a record date to 1 

some other events. My recollection is that I reviewed 

• i 

with him the dates that are on the wine schedu le that has | 
been marked as Exhibit 7, On a preliminary and confiden- ■ 
tial basis. 

! 

My further recollection is that he approved the ' 
dates th.'.j I discussed with him. 

Q Does that exhaust your recollection with reference 
to that telephone conversation? 

A Yes. i 
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Q In that sane Intcrrocatcry 13, it is indicated 
that on March 1st you had a conversation with a Mr. Raftery 
of the Exchange, 

Could you tell us the substance of that conversa- 
tion? 

MR. DOBBIMt I object to the question. I 
think it is answered by Interrogatory 13. 

MR,- GILLESPIE: I have no objection if 
you want to ask hin if there was ’anything in addition 
to what is stated in the answer to Interrogatory 13 
as to the telephone conversation between himself and 
Mr. Raftery, 

MR. WECHSLER: I will rephrase the question. 
Q Is there anything in addition to the sentence 
in Interrogatory 13 which discusses your conversation with 
Mr, Raftery on March 1st, v;hich was said between you and 
Mr, Raftery? 

A I think not. It was a very short telephone call. 
He made a specific inquiry and I gave a specific answer. 

Q It is indicated in Interrogatory 13 that on March 
7, 196G, you called the Exchange. 

Would you tell us who you spoke to at the Exchange 
on March 7th? 

A Ves, I believe it was again Mr. Raftery but I 

CO.MMERCE REPORTING CO. 
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could not be certain. 

Q Do you remember the tine of the day that it was? 

A I can be sure it was —— I would be relatively 
sure it was in the morning. 

MR. GILLESPIE; In the morning of Pacific 

Time? 

THE WITNESS; Yes. 

Q v;hat was the substance of your discussion with 
Mr. Raftery? * 

A I advised him that Boeing was proceeding to 
call the debentures and I gave him the specific dates of 
the call. 

Is that the entire substance of your discussion? 

A Not quite. I believe he asked that we send hin 
a copy of the call, which I told hin we would do, and as 
the answer to Interrogatory 13 indicates, the Chase Bank 
was asked to send a copy over to the Stock Exchange, v;hich 
the brnk did. 

Q At any time during March of 1S6G, did you have 
discussions v;ith anyone with reference to extending the 
time for conversion with reference to the debentures? 

A Yes. 

r.--- ■ . 

Q With v;hom did you have yeur first such diacuscion 
or your discussion, if there was only one? 
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A Mr. Haynes. 

< 3 ! 

Q Was there anyone else present? 

A Probably I-Ir. Thornton. I am quite certdin I 
had conversations with Mr. Thornton also. 

Q Do you know what date that took place? 

A I can*t be certain. I think it was either 
March 28th or March 29th or perhaps on both dates. I | 

may also have had conversations with then on the 30th and 

I 

• 31st. ’ I 

Q V/hat did you say to him and what did he say 
to you? 

A Mr, Haynes asked if there was any V7ay the company’ 

i 

could extend the redemption date, I advised him that, in ‘ 

i 

my opinion, there \;as not. 

Q Did he tell you vrhy he was interested in knov;ing j 
why the date micht be extended? j 

A Yes, I am sure he indicated that some of the j 
cabonturo-holders had not exex'cised their privilese of | 
conversion prior to the expiration of that privilege, and ^ 

t 

I 

he was interested in knowing v/hether the expiration date 
could be f''nded so that they could be ^ven an opportunity 
to exercise .neir conversion privilege, 

Q Did you discuss vrith him the basis for your opin- 
ion? 
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A I tra sure I did. | 

I 

Q What did you tell him? , 

I 

A I think the substance of my advice, generally, * 

was that the indenture constituted the contract between ' 

the company and the debenture-holders. That the company ' 
had complied with the provisions of the indenture In callln,! 
the indentures for redemption. That an extension of the ' 
Oate for expiration of the conversion privilege might con- 
stitute waste of corporate assets, that if the dates were ^ 
extended and additional stock issued to debenture-holders ' 
who had not presented or exorcised their conversion privi- 
lege prior to the expiration date originally fixed, might ' 
not be validly Issued stock, and that there would be risks 
of minority stockholder suits if the conversion privilege 
expiration date were extended. i 

I 

Q Could you tell us what you meant by "waste of ' 

corporate assets"? 

I 

A That is kind of a technical, legal tern. ! 

It would be the issuance of stock for which there 
was no legal obligation, I 


MR. V/ECHSL^,R; I conclude. 


BY NR. WIIIER: 


V/ere you ever consulted with respect to the filir. 


of 8-K's by tJie company? 
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


RCCEIVEC 


May 3, 1960 


JUN 2 7 1S‘ 


PiRKINS, COIE. STC 
OLSEN & WILLIAR 


To the Stockholders: 


NOTICE IS HERF.HY GIVEN that the Annual Meeting of the Stnckiiolilcrs of Hocm^ Aitjilanc 
Company, a Delaware corporation, will be held on Tuesday, May 3, l‘X>0, at 11:00 a m.. Pacific Standard 
Time, at the office of the Company at 7755 East Marginal Way, Seattle, Washington, for the following 
purposes: 


(I) the election of a Board of Directors, 


(2) the transaction of such other business as may properly come before the meeting. 


Pursuant to the By-Laws, the Board of Directors has fixed the close of business March 17, 1960, as the 
record date for the determination of the holders of the stock of the Company entitled to notice of and 
to vote at the meeting. 


So far as the Management is at present aware, no business will come before the meeting other than the 
matters set forth above. 


Seattle, Washington 
March 7, I960 


J. E. PRINCE 
Secretary 


If you cannot be present at the meeting personally, it is requested by the Manage- 
ment that you execute and return the enclosed proxy in favor of William M. Allen, 
C. L. Egtvedt and Dietrich Schmitz, being the President, the Chairman and another 
Director of the Company, respectively. 


INSTRUCTIONS FOR SIGNING PROXY 


The signature should correspond with the name appearing thereon. If the stockholder is a corporation 
or a partnership, give the full company name as appearing on the proxy and sign by a duly authorized officer 
or panner, showing his title. Where stock stands in more than one name, all holders of record should sign. 


F 
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ANNUAL MEETING OF STOCKHOLDERS, MAY 3, I960 

PROXY STATEMENT 


The folloxving statement is maJe in connection with the solic.tation of the enclosed proxy for the 
Annual Meeting. * ’ 

At the date of this statement, tlie only business that the Management intends to present or kimws that 
others will present is the election of thirteen Directors. 

r.Icclioti of Directors 

The names of nominees of the M3naf;emcnt for the office of Director of tlte Comp.my arc set forth 
below It IS believed that all such nominees are available for election. Shares rcpresentctl by properly ex- 
ecuted prr^xies in the accompanymp form will be voted for such nominees. However, discretionary authoriry 
IS reserved to vote such shares in accordance with the best jud/;mcnt of the persons n.uncd in such proxies ,n 
the event that any person or persons other than the nominees listed below arc to he vmed uison at the 
mcctin/; because of the unavailability of any nominee so listed. All the persons named below arc Directors of 
t^ Company at the present time. All of tlic Directors arc elected annually and each Director conimues in 
office until his successor has been elected, or until he resigns or has been removed in the manner provided 
y the By-Laws of the Company. (The data as to the amount of stock and 41 / 2 % Convertible Subordinated 
Debentures due July 1, 1980. beneficially owned by each nominep is given as of February 1. 1960 and has 
been supplied by each nominee.) 

Sliiiret nf 




Hat .9rriY</ 

Sifxt 

Print fji.il 

S'linif 

Pr>n(/p.il Ofcupiilion 

as Dnector 
Since 

Benefici.itly 

Oirncil 

A man til of 
Dc/jfiilnrei* 

William M, Allen 

President of the Company 

1934 

12,561 

None 

Wellwood E. Beall 

Senior Vice President of the Company 

1945 

5.499 

None 

Darrah Corbet 

President. Smith Cannery Machines Company, 





Seattle, V^ashington, manufacturers of ma- 
ciriricry for the fish canning and pulp industries 

1939 

674 

$ 2,700 

C. L. Egtvedt 

Chairman of the Company 

1934 

‘ 18.898 

None 

D. A. Forward 

Retired Vice Chairman. The First National 

City Bank of New York. New York City 

1946 

530 

$ 2,200 

Artemus L. Gates 

Consultant 

1948 

648 

None 

Fred P. Laudan 

Vice President — Manufacturing of the Company 1935 

8.976 

S20.000 

Paul Picott 

President. Pacific Car A Foundry Company, 

1936 to 



Renton, Washington, manufacturers of rail- 

1942 




way cars, motor trucks and other products 

1957 

330 

None 

William G. Reed 

Chairman, Simpson Timber Company, Seattle, 
Washington, manufacturers of forest products 

1951 

1,446 

None 

J. E. Schaefer 

Vice Chairman of the Company 

1938 

1.000 

None 

Dietrich Schmitz 

Chairman. Washington Mutual Savings Bank, 
Seattle, Washington 

1934 

5,406 

None 
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Name 

Howard C. Wklls 
J. O. Ycasting 


Pri>i(il>.il Oi'ettl'iiliiin 

Vice Pfcsiilciu— Hn/;iiiccring of tl>c Company 
Vice PrcMilciu — Gciicral Manager, Transport 


Hat SrneJ 
at Dhector 
Since 

1951 


Share \ of 
Sloih 

lirnefici.iHy 

Oirnril 

3.H31 


PiiiKifial 
Ainrninl of 
Dt hfiillire)* 

None 


Division of fl,c Company I951 3 20V None 

'“Iccmcl. into Capieal Stork at tl.c ronvcrs.on rate of 2 slurcs of stoik for 

plS'',’! I Sz;' I’"'' »' ‘ ■“ - 

Retnuneration of Directors and Officers 

Set forth below is the ap^repte remuneration (including awards under the Incentive Compensation 
Plan which relate to the year 1958 but were paid in 1959) paid by the Company during the year 1959: 
(1) to each Director and each of the three highest paid officers of the Company whose aggregate remunera- 
tion exceeded $30,000. and (2) to all Directors and officers of the Company as a group; and the estimated 

annual beriefits each of such persons will be paid under the Company’s retirement plan upon retirement at 
the normal retirement date: 




Liiini.iicil Net 

Etiinialed 

Name of InJiriJual or IJenlily 
r.f Cironfi anil Cafiaciliei in 

W'hifh Reinuneraiion W'at Received 

Reinuneraiion 

Reinuneraiion 

Afler Deduction of 
tiliinaled I'rderal 
Income Taxes (1) ' 

Annual 

Benefits 

Ufon 

Retirenieni 

William M. Allen 

President (2) 

1124.319' 

$54,070 

$ 22,607 

Wlli.wood n. Reall 

Senior Vice President 

87,882 

44,481 

27,196 

Fred P. Laudan 

Vice President — Manufacturing 

43,542 

28,270 

11,413 

Edward C. Wells 

Vice President — General Manager, Systems Manage- 

76,165 

40,768 

24,676 

ment Office and Vice President — Engineering (3) 




J. 0. Yeasting 

Vice President — Finance and Controller and ' 

59,028 

34,554 

14,808 

Vice President — Finance (4) 

Directors and Officers as a Group 

904.602 


233,607 


raxes have been computed on the assumption that each individual is entitled to two txcinp- 

zz ".ZiZi;- ‘iri™ ' 

(2) Pursuant to the terms of an Employment Agreement entered into with Mr. Allen on Daimlxr 5. ly^H awards 
under the Company s Incentive Compensation Plan made to Mr. Allen are retained by the Company and will' be- Paid 
to him over a ten year jvnod following his retirement from active employment w,ih the roi.)p.!ny siih|ea to^the 
fdfi hnent of certain conditions specified in the Agreement. On March 9. IVV;. an award was made'.o Mr. AllcVunder 

refleaid 'nh?ibl)Trtiblc’ ^ *'«.*•>»■ l l'c amount of this award is not 

McJing^^h^oft^'"'^*' Manager. Systems Management Office through August 15. 1959. and Vice President— Engi- 

22. 1959. and Vice President-Finance i ntil January 1. i960, 
at which time Mr. Yeasting was appointed General Manager of the Transport Division of the Company. 
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STOCK OPTIONS GRANTED 

Op...... Il.,„ aj„p,cd l,y ,|,c „„,kl,„ldc-s a, ,l,o A„m,al Mcctmp l.tid May I,, mn. „,.,„l<d „p.„„„ 

purchase cap.ral s,.x,. of rhe Cou.pany of .he pa, value of a share ,o SS e., pluyees, f,u a „„.!l ,lf 7 Ir* 

o^rhe nXTT s'"! "r T'" "" I’™' "P""' "f '-'"P-P 

SlKh Pachaupe on rhe dare rhe oprioo, were pranred. The opr.ous are ev, deuced hy 

sreemenrs tossTen rhe Guupauy aud ihe employees ro whom such oprious were praured rhe marerial ' 
provisions of which may be summariaej as follows; ^ 

afierT!!! T’' «piratu,n of iw.i years 

afre, rhe dare of .he apreemenrs, bur only ,o rhe earenr of rhe followinp cumula.ive percenrape. of rhe .oral 

number of share, eovered b, rhe oprions durinp rhe period, of rime indicaied: 

2 years after Jatc of agreement — up to 20% 

4 years after date of agreement— up to ^0% 

6 years after date of agreement — up to 70% 

8 years after date of agreement — up to 100% 

Wiih a! "" "" »" -I" rhe employee's employmen. 

rhe Company lermmares, whichever firs, occurs, excep, rhar (i) If an employee rerires under rhe 

Company s reriremen, plan or hy reason of his healrh. rhe oprion may be exercised as ro all remaininp shares 

Inlovlr "" T" ■""''"'“O" ■>' '"'Ploimcur. and (ii) If rhe employmen, of an 

p yee is lermmaled by dead, Ihe option may be exercised as ro all remainmp shares wiihin one yea, after 

anoW m! l""’’ rr " Z ‘■'"P'oy"'* '■'■J" ■!>' apreemen, pass by rhe 

s pnable and rhe number of shares is sub|eer ro adjusrmeu, for srock dividends, srock spins, or oiher chanpes 

a' '“"it'iKl srock options wiih.n .he meamnp of rlia, 

erm as used in Section 421 of tlie federal Internal Revenue Code. 

The persons named in the table under the heading "Remuneration of Directors and OfTicers" to whom 
options were granted and the number of shares covered thereby and similar information with respect to all 
directors and officers as a group is set forth in the following table: 


°Si" NW„., a/ 

William M. Alucn President ‘ 7 500 

WrLLwooD n. Bcall Senior Vice President ^ 75 q 

Fri.d P. Lalidan Vice President— Manufacturing Ooo 

Coward C. Wells Vice President-Engineering 4.250 

J. O. Yeastinc Vice President— General Manager. Transport Division . . 4.000 

Directors and Officers as a Group* 


William M. Allen 
Wellwood n. Beall 
Fred P. Lauoan 
Coward C Wells 


Numt/fr oj Shares 
. 7.500 


1,000 

4.250 

4.000 


39.750 

'"’Ploycc. of il.c 
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Outtt,nhlinf^ Sccinitici, Ri^ht! tind Rciin.ilion of Proxy 

The Cotupany has only one class of sKKk. namely, capital st<Kk with voting ri.i^lits, and had outstandin/* 
7,521,911 shares of stcKk on January 31, V)U). The close of business Marcli 17. \‘X0. has been fixed by 
the I3oard of Dircettirs as the reeoril date f»>r the determination of the holders of stock of the Company 
entitled to notice of and to vote at the Annual Meeting. 

Strx'kholders of the Company have cutmilative voting rights as follows: At all elcttions of Directors of 
the Company e.uh stockholder shall be entitled to as many votes as shall ecpial the numbe*- of his shares of 
stock multiplied by the number of Directors to be elected, and he may cast all of such votes for a single 
Director or may distribute them among the number to Ise voted for or any two or more of them as he may 
sec fit. 

The enclosed proxy may be revoked by the stockholder at any time before its exercise. 

Solicit, itioii and F.xfienies of Solicitation 

The enclosed proxy is solicited by the Management of the Company. All expense of soliciting proxies, 
including clerical work, printing and postage, will be paid by the Company. 

The Company has retained Dudley F. King, 54 Wall Street, New York 5, New York, who, with 
assistants, will aid in the solicitation of proxies. Proxies will be solicited by personal interview, mail and 
telephone, and brokerage bouses, other custodians and nominees will be requested to forward soliciting ma- 
terial to the beneficial owners of the stock held of record by such parties. It is estimated the cost for these 
services, including Mr. King’s out-of-pocket expenses and compensation to assisrints, will be 510,500. The 
Company will, in addition, reimburse parties holding stock in their name or in that of their nominee for 
their reasonable charges in sending proxies and proxy material to their principals. 

Dy the order of the Hoard of Directors 


March 7, I960 


WILLIAM M. ALLEN 
President 
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EXHIBIT P-5 - MINUTES OF STATED MEETING 

:;iNUTES OF STATED MEE l lIJO 
WJAUn OF DIRECTOKS 
i;'.)J>iNG AIKl'LANE COMl'ANY 

November 2, 1959 


A Stated Meeting of the Board of Directors of Boeing Airplane Company was held 
at the Offices of the Company at Seattle, Washington, on Monday, November 2, 1959, 
commencing at 12:30 p.m. There were present at the meeting the following Directors 
of the Company; 

William M. Allen 
W. E. Beall 
C. L. Egtvedt 
Fred P. Laudan 
Paul Pigott 
Dietrich Schmitz 
Edward C. Wells 
J. 0. Yeasting 

Mr. Allen presided at the meeting and Mr, Pi'ince performed his duties us 
Secretary. 






Exhibit P*5 • Minutes of Stated Meeting 



Mr. Allen then called for consideration of dividend action. It was reported 
that discussions have been in progress recently as to whether a change should be made 
in the dividend policy announced in the letter to stockholders dated July 3, 1956, 
which had provided for a 25^ quarterly cash dividend to be supplemented by a small 
stock dividend annually during the period of the Company's requirements for substan- 
tial additional capital. ' Mr. Allen reported that the matter had been discussed 
Informally with all of the Directors prior to the meeting, other than Mr. Schaefer; | 

that it was recognized that this was a difficult problem and that he f8‘'ired passing 
the stock dividend at least for this year and declaring an extra 259 cash dividend 

together with the regular 259 fourth quarter cash dividend. .Mr. Yeastlng reported on ^ 

I 

the vieveof those Directors not ptes'ent, other than Mr. Schaefer based on recent 
telephone conversations, as follows: Messrs. Forward, Reed and Corbet favored paying 
a 259 extra cash dividend and not declaring a stock dividend this year, although 
Ml'. Corbet believed it was a very close question as to whether ttiis was more advisable 

t 

than declaring a 2% stock dividend and only a regular quarterly ca-h dividend; and 
Mr. Gates favored declaring a 2% stock dividend together with the regular 259 quarterly 
Cash dividend. Messrs. Allen and Yeastlng pointed out that under the terms of the l 

o Indenture Agreement dated July 1, 1958, for the 4j% Convertible Subordinated Debentures, 

i 

there were not suiiicicnt retained earnings to support a 4% "limited" stock dividend 
at this time and expressed their opinion that a stock dividend in excess of 2 % was not 


- 'I - 
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advisable. Messrs. Eglvcdt, Plgott and Schmitz were definitely of the opinion that 
an additional cash dividend at tills time was inadvisable in view of the low earnings 
of the Company even though it was expected that the earnings situation was improving 
and would continue to Improve and that the cash requirements appeared to be decreasing. 
Mr. Pigott favored an elimination of a stock dividend for the year, payment only of 
the regular cash dividend and a statement of expectation that the cash dividends 
might be Increased next year if the earnings of the Company Justified such action. 

After considerable discussion, on motion made and seconded, it was unanimously 


RESOLVED, That out of the retained earnings of this Company, a 
regular quarterly dividend of twenty-five cents ($0.25) per share 
be and hereby is declared on the shares of capital stock of this 
Company issued and outstanding as of the close of business on 
. November 12, 1959, such dividend to be payable December 10, 1959, 

to stockholders of record at the close of business on November 12, 
1959. 

RESOLVED FURTHER, That such dividend be paid by the Company through 
First National City Trust Company of New York City and that there 
be deposited with said First , National City Trust Company on or prior 
to December 10,, 1959, sufficient funds for payment of said dividend. 


Thereupon the following motion was made and seconded: 



RESOLVED, that a stock dividend of 2% is hereby declared on the 
issued and outstanding shares of capital stock of the Company 
payable Decembe** 17, 1959, to stockholders of record at the close 
of business on November 12, 1959, at the rate of one share for 
each 50 shares held on such date; provided, however, that fractions 
of one share shall not be issued in payment of such stock dividend, 
but in lieu thereof a' certificate for the number of shares of capital 
stock, representing the aggregate of all such fractions'of one share 
which otherwise would be issuable to the holders entitled thereto, 
shall bo issued in the name of First National City Trust Company, 
or its nominee, as agent for such holders, and the fractions of one 
share so aggregated shall be sold by such agent, acting on behalf 
of and for the convenience of the holders of capital stock entitled 
to such fractions of one share, and the net proceeds thereof dis- 
tributed on December 17, 1959, to those entitled thereto in accord- 
ance with their proportionate interest therein; and 

RESOLVED FURTHER, that the officers of this Company be, and they 
hereby are, authorized and directed to cause to be issued on the 
dates indicated in the foregoing resolution, certificates for so 
many whole shares of fully paid and nonassessable capital stock 
of this Company as may be required to be issued pursuant to the 
foregoltig resolution; and • 
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RESOLVED FURTHER, that First National City Trust Comijany, the 
transfor agent for the Company, bo, and it hereby is, authorized 
and directed to issue and record on its transfer books stock certi- 
ficates representing the additional shares of capital stock of the 
Company required to be issued pursuant to the foregoing resolutions, 
and that the authority of First National City Trust Company as 
transfer agent for the capital stock of this Company, be and hereby 
is extended by such additional number of shares with the same 
effect and for all intentj and purposes as if the resolutions of 
appointment of the said transfer agent with respect to the Company's 
capital stock heretofore adopted by the Board of Directors of the 
Company had contained express reference to such additional shares 
and that the said resolutions be and be deemed to be modified 
accordingly and, as so modified, be in all respects approved, 
ratified and confirm.'d; and 

RESOLVED FURTHER, that The First National City Bank of New York, 
registrar for the Company, be, and it hereby is, authorized and 
directed to register stock certificates representing the addi- 
tional shares of capital stock of the Company required to be issued 
pursuant to the foregoing resolutions, and that the authority of 
The First National City Bank of New York as registrar for the 
capital stock of this Company be and hereby is extended by such 
additional number of shares with the same effect and for all 
intents and purposes as if the resolutions of appointment of the 
said registrar with respect to the Company’s capital stock hereto- 
fore adopted by the Board of ^Directors of the Company had contained 
express reference to such additional shares and that the said reso 
lutlons be and be deemed to be modified accordingly and, as so 
modified, be in all respects approved, ratified and confirmed; and 

RESOLVED FURTHER, that upon the payment of the stock dividend as 
hereinabove directed, the officers of this Company be and they 
hereby arc authorized and directed to transfer from the retained 
earnings account to the capital stock account the sum of $29,875 
per share for each of the shares o" stock required to be issued 
and distributed pursuant to the foregoing resolutions, which sum 
is an amount approximately equal to the fair value of such shares 
determined by reference to* the approximate market price of such 
shares on the New York Stock Exchange at the close of business on 
such Exchange on November 2, 1959, adjusted to give effect to the 
additional shares of capital stock to be outstanding upon the 
payment of said dividend, and includes the par value of $5.00 per 
share for c.ich share so to bo issued, and that thereafter the 
stated value of the capital stock of the Company shall be Increased 
by such sum; and 

RESOLVED FURTHER, that First National City Trust Company, or its 
nominee, bo requested to act as agent for the holders of capital 
stock of the Company who would have been entitled to receive 
fractions oi one share in payment of such stock dividend if the 
foregoing resolutions )>ad not provided that fractions of one share 
shall not be Issued, and to sell as soon as practicable after 
Noveinbi.r 19, 19.>9, for the account of such holders the aggregate 
of all such Iractions of one share which otherwise would be 
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issuable to the holders entitled thereto and to remit the proceeds 
therefrom to such holders in accordance with their proportionate 
interest therein; and 

RESOLVED FURTHER, that application be made to the New York Stock 
Exchange for the listing, in addition to the shares of capital 
stock of this Company heretofore listed on the New York Stock 
Exch^ge, of the shares of the capital stock of this Company 
which are required to be issued pursuant to the foregoing resolu- 
tions, and of 214,976 shares of capital stock of this Company that 
•'ay be issued to officers and employees of this Company in accord- 
ance with the terms of the Incentive Compensation Plan of the Company: 
and that William M. Allen, President, J 0.. Yeasting, Vice President- 
Finance, or J. E. Prince, Secretary of the Company, or any of them, 
is authorized to prepare, execute and file, or cause to bo filed, on 
behalf of this Company, a stock listing application, amendments thereto, 
and any agreements relative thereto, and to appear before said 
Exchange and make such changes In said application or make amendments 
thereto and approve any agreements relative thereto deemed necessary 
and advisable to conform with the requirements for listing said 
shares of capital stock. 

. All present except Messrs. Pigott and Wells voted in favor of this resolution 

and the latter two voted against it. Whereupon Mr. Allen declared that the resolution 
was adopted. 

Proof copies of a proposed November Stockholders Information were distributed 
and reviewed. It was agreed that further consideration should be given as to a state- 
ment on the 2% stock dividend. 


I 


Exhibit P-5 - Minutes of Stated Meeting 


836a 



There being no further business to come before the meeting, the same was upon 
motion made and seconded adjourned. 

J. E. Prince, Secretary 

APPROVED; 

« 
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THE BORING COMPANY 

CAPITAL STOCK HISTORY 
1934 - to dat* 


Description 

Balance forward 1963 

Issued to oaployeos upon exeroiae 
of options. 

Vertol Dlv eaployoes (April 599 
Uay 261, June 101) 

Issued under Incentive Coop. Plan 
June 30, 1963 

Issued to employees upon exorcise 
of options. 

Vertol Dlv employees (July 203, 
August 26) 

September 30, 1963 

Issued to employees upon exercise 
of options. 

Vertol Dlv employees (Oct. 576, 
Hov. 104, Deo. 390) 

Other employees (Doc.) 

December 30, 1963 


Per 


Shares 

Amount 

Share 

7,994,761 

$127,200,207.71 

15.91 

961' 

4 

25,233.95 

26.16 

14,947 

504,249.23 

. 37.73 

8,010,669 

127,789,662.91 

15.92 


229 

5,169.38 

22.57 

8,^*0, 898 

127,764,862.29 

13.93 


1,070' 

32,189.22 

30.08 

600’ 

18,300.00 

' 30.50 

8,012,568 

127,845,351.51 

15.96 


Issued to employees upon exercise 
of options 

Jan 200, Peb 700, Mar 4,050 
March 31, 1964 

Issucc to employoes upon exorcise 
of options 

Apr 550, Uay 2,250, Jun 3,566 
# 

June 30, 1964 

Issued to employees upon exercise 
of options 

July, 2,640; Aug., 2,110; Sopt., 3,020 


4,950 


150,975.00 . 30.50 


8,017,518 


6,366 


127,990,326.51 15.96 


208,375.00 ■ 32.73 


8,033,884 


128,204,701.51 15.68 




7,770:; 


259,962.50 33.40 


■>' ) 
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TllE BOEING COMPANY 

CAPITAL STOCK HISTORY 
1934 • to data 


Shares 


Per 

Amount Share 


6 ) 


Issued upon conversion of Oebentures 

July 10, August 8, Septembor 146 

Septcmbor 30, 1904 

Issued to employoes upon oxerclse 
of options 

October 3, 266, November 389, 
December 1, 171 

Issued upon conversion of Debentures 

I 

October ISO, November 103, 

December 84 

December 31 , 1964 

Issued to employees upon exercise 
• of options 

January 1,250, February 70, 

March 200, April 6,222 

Issued upon conversion of Debentures 

January 152, February 70, 

March 42, April 94 

loauod to employees under the Incentive 
Componaotion Plan 

1 April 7,699 

April 30, 1905 

-laouod to omployees upon exercise 
of options 

May 1704, June 11 

loauod upon convoraion of Debentures 

Kay CO, Juno 10 


m ' 8,200.00 ' 50,00 

8,031,818 $ 126,472,864.01 16.00 


4,826*;- 


184,681.50 / 38.25 


17,100.00. 50.00 


8,036,986 6 128,674,545.51 16.01 


... 7,742 


358 *•- 


7,699 


326,686.23 ''' 42.44 


17,900.00 f OOVOO 


484 .436.25 63.75 


8,052.685 6 129,505,470.99 16.08 


1,795 


83,813.72 46.69 


3,500.00 50.00 


Juno 30, 1065 


8,054,550 9 129.502,784.71 16.00 
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THE BOEING COMPANY 

CAPITAL STOCK HISTORY 
1934 - To Doro 


DescripHon 

Shares 

Amount 

Per 

Shore 

Bolanca forward June 30« 1965 

8,054,550 

S 129,592,784.71 

16.09 

Itsued to employees upon exercise of options 




July 750, August -0-, 

September 167 

917 

37,931.03 

41.36 

Issued upon conversion of debentures 




July 200, August 13,236, 

September 39,882 

53,318 

2,665,900.00 

• 50.00 

September 30, 1965 

8,108,785 

S 132,296,615.74 

16.32 

Issued to employees upon exercise of options 

o’ ■»’ 

. 


October 1,276, November 1,063, 
December 10,394 

o 

12,733 

473,598.92 

37.19 

* Issued upon conversion of debentures 


• 


' October 31 ,040, November 34,006, 

December 576 

65,622 

3,281,100.00 

50.00 

To charge capital stock with the balance of 
unamortIzed debt expense applicable to 4j[% 
debentures converted Into copltol stock for 
the period 1959 through 1965 

t • 

December 31, 1965 
« 


72, 568. 36* . 


8,187,140 

S 135,978,746.30 

16.61 

Issued to employees upon exercise of options 




Jonuary 3,849, February 4,684, 
March 611 

9,144 

327,799.30 

35.85 

Issued upon conversion of debentures 




January 34,434, February 17,672, 
March 407,614, April and May 148 

459,868 

22,993,400.00 

50.00 

To chorgo capitol stock with the balance of 
unamortized debt expense applicable to 4^% 
debentures os of Morch 31 , 1966 


200,458.69* 


March 31, 1966 

8,656,152 

S 159,099,486.91 ' 

18.38 
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THE BOEING COMPANY 
CAPITAL STOCK HISTORY 


Descripfion 

Shares 

Amount 

Per 

Share 


Balance farward March 31, 1966 

8,656,152 

% 159,099,486.91 

18.38 

i 

Issued to employees upon exercise of options 




t. 

April 2,806 

2,806 

88,781.84 

31.64 

t 

I 

* 

9 

t 

Issued to employees under the Incentive 
Compensation Plan 




April 3,726 

3,726 

559,831.50 

150.25 

'i 1 

May 1, 1966 

8,662,684 

159,748,100.25 

18.44 

1 

1 

1 


I 


t I 

i 

1 

I 

i 


f 



k 

I 


— L 


I 
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Descripfion 

Shares 

Amount 

Per 

Shore 

Balonce forward March 31, 1966 

8,656,152 

$ 159,099,486.91 

18.38 

Issued to employees upon exercise of options 




April 2,806 

2,806 

88,781.84 

31.64 

Issued to employees under the Incentive 
Compensation Plon 




April 3,726 

3,726 

559,831.50 

150.25 

May 1, 1966 

8,662,684 

159,748,100.25 

18.44 


( 



7,902,430 . • • I2<,842,«M.94 



•5ano?ei ieei 


p > i j 


/ • ' *£ 


DEFENDANTS EXHIBIT B - LETTER DATED APRIL 25, 1966 FROM y> ' 

MESSRS HOLMAN. MARION, PERKINS. COIE A STONE TO CHASE MANHATTAN BANK 

Holman, Marion, Perkins. Co IE & Stone 


uUCiCN r, MARION 

PLNKIN6 
J PAUC CO»C 
C ' Ar»..CS «. STONC 
HA TOLD r. OLStf 
rRAN'.'S C. HOLMAN 
ANORCW M. WILLIAMS 
W.LLIAM M. »^4 0LMAN 
{^UPROL'&HS O.Af^OCRSON 
r.T-^rODOPt THOMSEN 
JOHN y/. CLLIS 
ROf»£»<r 3. HUCALCSTONE 
LUCiUa H OiOt.OVV. jR. 
OA^iO t.WAr.ONER 
H, Chard f. williams 
► '/FSTON FOSS 
riCharo C.WAlAFR 

COUNSEL 
rPANA E.hOLMAN 
lOl L S'^’ER T. SPRAGUE 
.%Cf.£JE_L W. HlACK 


OOOWashington Buuoino 
Seattle 98101 

Anc* Coot 20% M'JTu*. 2-6770 


l%irU 


April 25, 1966 






FRED S MERRITT 
/ J. SHAN MULLIN 

' JAMES M. HILTON 

DOUGLAS R. SeiOHLC 
CALHOUN DICKINSON 
J. DAVID ANOPCWS 
’ ^ F t t ? :/ « .R^MARO R AlBRF.Ch T 
' ** * 1 kl# il»’i“».LlP C GLAOFELTER 

CPAMAM H.FFRNALO 

r. 

JOHN H SlNNS. JR- 
\C^ AlWAkJER W ETCR 
*r“ IxWA^jtf C BOOTH. JP 
L-WILIIAM mOUCCP 


The Chase Manhattan Bank (National Association) 

11 Broad Street 

New York, New York 10015 

Re: The Boeing Company 44% Convertible 

Subordinated Debentures due July 1, 1980 

Dear Sirs: 

We have acted as general counsel to The Boeing Company 
(hereinafter called the "Company") in connection with the pro- 
ceedings relating to the redemption of all of the Company's 
issued and outstanding 44% Convertible Subordinated Debentures 
due July 1, 1980 (hereinafter called the "Debentures") pursuant 
to an Indenture dated July 1, 1958 (hereinafter called the 
"Indenture") between the Company and The Chase Manhattan Bank, 
Trustee, and we have supervised corporate proceedings in con- 
nection with such redemption. 

We have read the conditions precedent provided for in 
the Indenture relating to this opinion and to the redemption of 
the Debentures. 

We have examined originals or copies, the authenticity 
of which has been established to our satisfaction, of such 
documents, corporate records and other instruments relating to 
the redemption of the Debentures as v;e have deemed necessary as 
a basis for this opinion. 


In our opinion we have made or caused to be made such 
examination or investigation as is necessary to enable us to 
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From Messrs Holman, Marlon, Perkins. Cole 6 Stone 
to Chase Manhattan Bank 

The Chase Manhattan Bank -2- 

(National Association) April 25, 19o6 


express an informed opinion as to whether nr nr>«- ♦-v j • • 
precedent • netner or not the conditions 

tion-of 

inforn,atioraftrwWch*L"n"?; ooa “ 
based on the attaoherofJLe^-' 

to Sections 5.01 and 17 05 of^the Pursuant 

h*“et:n%L"pu:r:ith^“^"’ <>* 


8i»6a 


Yours very truly,. 
fvuk0^^ ? 9l 4 4 ^ ^ 


! 

I 

i 
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\ 
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DEFENDANTS EXHIBIT C - LETTER DATED APRIL 27, 1966 FROM MESSRS 
DAVIS, POLK, WARDWELL, SUNDERUND 6 KIENOL TO THE BOEING COMPANY 


/' > • 


Davis Polk Wardwell Sunderland a kiendl 

1 CHASE MANHATTAN PLAZA 
NEW YORK 5. N. Y. 
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CASLC AODMKftS 
•TrrsoN 










• - ■ . 


i?rn rt, ijCfi 


lioeln*; 

7755 liiat ’iorelrjl 

Wachli'^ton 

Cire* 




\> 


You have r«..jucstatK^0^1nlcn reearcJlnn tha 


have 

.--n --i.,U].ec4 c.‘,ples of ti;a rollcwlnga 

1-tv^ ^ or Inocrijorctlon and Ey- 

tie/Conpary aa in ciTcct on Pebruary 13 ^ 
and th&redi'zev to date, * 

dated July 1, 195Q bet-.-^en 
“r*r I-^aniuctan ^n:<. Trustee, 

.... u-r.w .in-L.; wne rotenturoo uero Icsucd, 

\c) wpoali.'j^-ns or t^u> I^Gccnturos, 

. ^ - --utl-n cclaptcc! by ti.e Cc:n:3ny*a 

or ;.l:-oct::-3 on February C3, 1900. ^ 

^ Ci, l'X6 n’ca the 

0* Ccr:pony to tho Tr..otce vMch 
o..o;* u:ii:v:j, oatabllLhcd C, 1>36 as 

...c riiufeT'oclon date, * 


^fendants Exhibit C - Letter Dated April 27. 1966 frcm Ma««r< 
Oavl»,f^lk,Wardwell.Sunderland 6 Klendl to The Boeing Co!!!^any * 

.nr* 3oclns Conpa.-.y .2- April 'C7 , IdCo 


oQ ir{i dated Ilorch 22, and March 

f-cn th(> Trcoourer of tht* Cosopany to tho 
«ru3^2e rolatlr^ bo th3 protect lor. of co.^verolon 
rl2*it3 of holdora of X^benturea. 

^2) ^o-fce of rcdeaptlon dated Jtarch 8, 
a;.d aifldavlts froa tizo Mall Street Journal 
publication of ouch notica In all 
oal^lor.a on 4.arch 8, llarch 13 and March 23. Ijjo 
and an afildavlt fron The Ik?w Vort Tlxaea relating 
publication of ouch notice on March £3. 
1 :; 00 , * 

(h) An 0fflcer»3 Certificate relating to the 
absence ^ defaults In respect of Senior Indebted- 
ncoB of the Ccapany, 


An opinion of Holoan, ri 
Cole Cl rccardlrg ti^e absemr 
relating tu tiie rodenptlon 


Ion, Perlclns, 
“of restrict Iona 


*ne Tr’ioteo has a^l^e^\has In accordance 


oy ltebenture^_wafes^rotected even thou^ ouch 
^e^ntures wero not nuf|a^>edst&tU after the clooe of 


X , yxvo 01 ouch debentures had a value 

o* yJio.fip co.v.bd^d toya redetsptlon price of $103, ijO. The 

co.ntl;iued at eubatantlaUy 

W..O JO..O level, neceseary to effect the rcdcnsptlo.n 

ouch ^ben.,ure3 wero duly deposited with the Trustee 
1*4 accordance with the provisions of the Inde.-.ture, 

^V, th? bpls Cf ti.-o forcgol-g ue co.nflrn to you 

falloil.'g oplnlo.'iS vinlch were heretofore onl^v c 
prooucdi ■ 

-nc Co.-npany has duly taken oil neceseary 
c-.pvra..c p:-occedi.:co to outhorlre the call of tiuj i^eben- 
ttrea for rc<J-:.nptlon o;: April 3, 1:>66. 

2, The fcbenwu--c3 v.»ore duly anJ volldlv called 
-cr rcderrj'-lo.n on April 3, 1S-3 j In accordan.ce with the 
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aa-horlsatlon of tha Company's Board of direct or a and the 
provlsicna of the Inuonture and the Deoentures. 

1 Ko^dcra of Debentures who did not, on or 
to rarch 2-1 1966. give to the Truatee notice of 

^holr election to*ccmvert their Debenturea 
Stoc*/C of the Cor 4 )any were not entitles to conve.t auch 
Debenturea aftor tliat date# 

L TSa officers of the Conrpany had no author- 

Ity under the resolution sdoptod by tn«^3oard 
on -XiL-y 28. 1956 with respect to the redeoptl^ of the 
alhin“irei or under the provisions of the InoantuM or by 
;2?SeTt?.elr omce. to «aive the 

dantura and tha Debentures with raapet t, to the w«n 

in which an election to ''’"''•’jL^^jS'chJSe the^“ ' 
Otherwise to e-xtend such tine, chanxe tno oa&e 

nr redemption of the Debenture*^ u 

the notice of redemption, "fhe 
Company could not have authoMi 
of time to convert or chanM^ 
out serious risk of llabll^Xj 
event a stockholder of the uow 
of corporate assets to 
value of the shares 


joard oi 


change the date 
it specified in 
^Lrectors of the 


such v/Mver or extension 
redemption date with— 
Imposed on them In the 
iio charged them with waste 

nr-Q^teX^ of the excess of the 
ir^dxfbjjyxmccnverted Debentures 


ovrr the rcdcniptlon of Such Debentures, 

R Tha-Coi^ahy-coaid IcgsUy and valley in- 

a'-nrt the ‘T-u^f^to n^'t elections to convert Deocn* 

Fi-r£s&sssrss3. 

:&rs«ss A-IK “■ 

Ca.Tpany's Caoltal ttock. 


Very- truly yours. 




uJTJrJnha 
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JUDGMENT (Filed Noveiriber 30, 1^73) 


UKifTj;!; dt.'jtimct {;ouh'J' 

iiOUTiliiHIJ O)-’ J.'iA7 yjHK 


IjV/lLLlAH ii. VAi. iJAilAii?, lyr AL, 
jj I'iuiii'uifl’jt , 

i[ -a/'uincl- 

I: 

li 'Jil.'j 150/J7 i.'c; (:■'), (Koijiii.jid;/ ijo/jri;:; 

|l A riii’LAi.i; c ) , j/: ai,, 

1; L;i , 
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jnjj^:iiMiiT (yji?) ' 

(yG Civ. IC.iO hO Civ. c’iii/i , 

()(> Civ. (-.(i Civ, 1 

(>h Civ. t!y'/> (>6 Civ. J0o5 

M Civ, JU'jli. 66 Civ. .iJ|03 

67 Civ. cJ.JO 67 Civ, iu53 I 


1 i 

j 'Ihc io:;u.;:; in l-iio ubovu inn cojii.o i j Cm l(;.l araiona liavinr, boon 

jj bi’ou,',hl Oh 1 foi' trial Ijaron; 1 l.(! lioiioralhle Cylvcatar J. ! 

I' • ' 

|l Ayah, 1Jhit(hi ctatf;;. Diatricl bud. a:, on ilovt ii>or iii, i6, 17 and ^iU, ' 
Ijlb/A, .'Uid at l)i<; C(Jh(;lti;ii.,n of tia! (iviciMuco the Court liavin/; c^^nrved 
j doc . 1 a ion, ann i.l,o Coin*t tl. croc »' tar on I.ovoi.dioi' ii9, 1973, luivin,'; * 

j liaiKlod down ita oninion uiia:c Lin/’; tl.o C] or): fortnuitii to enter i 

i| .iud(',i,i^!-,t for lifff.hi.iMht!'. o i. 'u.:i.-,.-i tl.; com;i La inia in tl.c rollo-.;';-- 
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NOTICE OF APPEAL BY COMMITTEE FOR ALL PLAINTIFFS ®5l8 

(Filed December 28, 1973) 

1 1 UNITED STATES DISTRICT COURT 
SOUTI-IERN DISTRICT OP NEW YORK 


WILLIAM R . VAN GEMERT, ALBERT A . HENNING 
,, EDWARD E. HOUCHINS, NATHAN PEARIMAN , : 

I ELIAS A. CHARIOTT, CHARLES K. DAVIS, 

{ ANDREAL HOLDING CORP., SAMUEL A. WEISS, 

IRWIN L. ISERT, JACK KIRSCHNER, CHARLES : 

FRIEEMAN, H. MICHAEL ALBERS, ABRAHAM 66 Civ. 1820 

. STERN, EDWARD KEMPLER, SIMEON A. SCHLOSS, 

JR., MARY JANE SCHLOSS SILVERMAN, : 

SBIEON A. SCHLOSS, JR. and MARY JANE NOTICE OP APPEAL 

SILVERMAN, Trustees under the Last Will —————— 

and Testament of Ploretta Schloss Wile, : 

!. DAVID M. BOTSFORD, MRS. SAMUEL lEMiER, 

. LOUIS DAVIS, MRS. lEONARD C. DILL, JR., 

JOSEPH SCHLAGMAN, NATALIE K. WIGIER, ; 

ANN LOUISE DIAMOND, SAMUEL CHARDAVOYNE, 

WILLIAM M. JONES, MR. & MRS. H. DIENMAN, 

MILTOli HART, MARY LEVIN, PRANCES DAVIS, : 

E. JULIAN DAVIS, ROBERT LEMLICH, ARIHUR 
. FRISCH, MARIAN S. MITCHELL, VINCENTE J. 

BCMIARD, HAROLD M . WHITE and MARGARET C . ; 

WHITE, MORRIS BERNSTEIN, WALTER L. EAT(»I, 

' ERNEST G. ANGEVINE, ABRAHAM PERCHICK, 

' COMMITTEE FOR THE ESTATE OP MAX SCHNEIDER, : 

an Incompetent, FRANCIS H. SHOOBE, and 
. ALBERT A. ARDITTI, GERTRUDE McNAUGHT, 

' MRS. J. H. STEIN, JOAN S. BERMAN, 

J. DAVID STEIN, SARAH E. MORITZ, VIRGINIA 
W. STAUB, LOUIS BERGLAS, DR. JACK DIENER, 

DENNIS J. FINN, BERTHA J. WINER, JOANNE W. : 

FINN and S. EDWARD MITTLER, for and In 
behalf of themselves and for all other 
holders of THE BOEING COMPANY 4- 1/2^5 ; 

Convertible Subordinated Debentures, due 
July 1, 1980 who are similarly situated, 

• 

Plaintiffs, 

-against- : 

■’ THE BOEING Ca^PANY (formerly BOEING AIRPLANE 
I COMPANY), THE CHASE MANHATTAN BANK, ; 

: CIAIRMO^T L. EGTVEDT, WILLIAM M. ALIEN, 

EDWARD C. WELLS, JAI4ES E. PRINCE, LOWELL P. 

. MICKELWAIT, W. L. CAI4PBELL, ARTIMUS L. : 

GATES, CRAWFORD H. GREENEWALT, WILLIAM G. 

1 REED, D. E. SKINNER, THOMAS R. WILCOX, 

JOHN 0. YEASTING and GEORGE H. WEYERHAEUSER,: 


Defendants 


H 

i‘ 

,1 

I 

h 
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Notice of Appeal by Committee for . All Plaintiffs 

Notice Is hereby given that the plaintiffs above 

named, for and in behalf of themselves and for all other holders 

of The Boeing Company 4-1/25^ Convertible Subordinated Debentures 

due July 1, 1980 who are similarly situated, hereby appeal to 

the united States Court of Appeals for the Second Circuit from 

the final Judgment, entered In this action on November 30, 1973, 

and from the Order directing the entry of such Judgment, 

entered In this action on November 29, 1973 . 

The names of the parties to the Judgment, and the 

names and addresses of their respective attorneys of record, 

are as follows: 


Parties 

Defendants The Boeing Company 
and Thomas R. Wilcox 


Defendant The Chase Manhattan 
Bank 


Committee for the Plaintiffs 


^ 3 c 


Plaintiffs William R. Van Gemert 
Albert A.. Henning, Edward E. 
Houchlns, Nathan Pearlman and 
Ellas A , Charlott 


Attorneys of Record 

Davis Polk & Wardwell 
One Chase Manhattan Plaza 
New York, New York 10005 

Holman, Marlon, Perkins, 
Cole & Stone 
1900 Washington Building 
Seattle, Washington 98IOI 

Dewey, Ballantlne, Bushby, 
Palmer & Wood 
140 Broadway 

New York, New York 10005 

Kass, Qoodkind, Wechsler 
& Gersteln 
122 East 42n<: Street 
New York, New York 10017 

Nathan, Meuinhelmer, Asche, 
Winer & Friedman 
£■ 9 5 M a d I son - Avenue 
New York, New York 10017 

Irving Ste Inman, Esq, 

11 Park Place 

New York, New York 10007 

Kass, Qoodkind, Wechsler & 
Gersteln 

122 East 42nd Street 
New York, New York 10017 
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Notice of Appeal by Conmittee for All Plaintiffs 

Parties Attorneys of Record 


!, Plaintiffs Bertha J. Winer and 
Joanne W. Finn 

I; 

j' 

Plaintiff Dennis J, Finn 


Plaintiff Louis Berglas 


Plaintiff Marian S. Mitchell 


Plaintiff Dr. Jack Dlener 


ji Plaintiffs Gertrude McNaught 
!' Mrs, d. H, Stein, Joan S. 

i’ Berman, J. David Stein, 

Sarah E. Moritz and 
i' Virginia W. Staub 

■ Plaintiff S. Edward Mlttler 


Plaintiff Hanna Adler Hale 


Plaintiff Henry J. Hoff 


Plaintiffs Harold M. White, 
Margaret C. White, 

Morris Bernstein, Walter L,. 
Eaton, Ernest 0. Angevlne, 
Abraham Perchlck, Committee 
for the Estate of Max Schneider 
Francis H. Shoobe and 
Albert A, Ardlttl 

Plaintiff Arthur Frisch 


Nathan, Mannhelmer, Asche, 
Winer & Friedman 
' P95 Madison Avenue 

New York, New York 10017 

Krystow, Proby, Gay & 
Snowden 

602 City National Bank Bldg, 
Miami, Florida 33130 

Irving Stelnman, Esq. 

11 Park Place 

New York, New York 10007 

McCllntock, Fulton, Donovan 
& Waterman 

2150 Guardian Building 
Detroit, Michigan 48226 

Danzansky & Dickey 

1120 Connecticut Avenue, N ,W 

Washington, D. C. 20036 

Elson, Lassers & Wolff 
11 South LaSalle Street 
Chicago, Illinois 


Freedman Borowsky & Lorry 
Lafayette Building 
Chestnut Street at Fifth 
Philadelphia, Pa, I9106 

Henry S, Hale, Esq, 

35 Cornell Drive 
Great Neck, New York 

Arent, Fox, Klntner, 

Plot kin & Kahn 
100 Federal Bar Building 
1815 H Street 
Washington, D. C, 

Epstein, Sachnoff & Schrager 
105 West Adams Street 
Chicago, Illinois 60603 


Abraham Lllllenthal, Erq. 
271 Mad .01 Avenue 
New Yc^^c, New York 


1 ! 

I! 


Notice of Appeal by Conmlttee for All' Plaintiffs 854a 

December 28, 1973 


KASS, QOODKIND, WECHSLER 
& OEnSTEIN 




(V 3c» TccK f\ 


By 

A Member of the Firm 
122 East 42nd Street 
New York, New York 10017 
(212 ) 867-^70 


NATHAN, MANNHEIMER, ASCHE, 
WINER & FRIEDMAN 

By: '^/ Lc/c^, 
A Member of the Firm 
■ S9 5 Madl e on Avenue 
New York, New York 10017 
(212) 683-1771 


IRVINO STEINMAN, ESQ. 







11 Park Place 
New Yorki/New York 10007 
( 212 ) 1 ^ 7-4448 


COMMITTEE FOR PLAINTIFFS 
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NOTICE OF APPEAL IN BEHALF OF VAN GEMERT. HENNING, HOUCHINS, 

PEARLMAN AND CHARIOTT 

UNITED STATES DISTRICT COURT December 27, 1973) 

SOUTHERN DISTRICT OF NEW YORK 


WILLIAM R. VAN GEMERT, ALBERT A. HENNING, 
EDWARD E. HOUCHINS, NATHAN PEARI21AN, 

ELIAS A. CHARIOTT, CHARLES K. DAVIS, 

ANDREAL HOLDING CORP., SAMUEL A. WEISS, 

IRWIN L. ISERT, JACK KIRSCHNER, CHARIES 
FRIEDMAN, H. MICHAEL ALBERS, ABRAHAM 
STERN, EDWARD KEMPLER, SIMEON A. SCHLOSS, 

JR., MARY JANE SCHLOSS SILVERMAN, 

SIMEON A. SCHLOSS, JR. and MARY JANE 
SILVERMAN, Trustees under the I^st Will 
and Testament of Floretta Schloss Wile, 

DAVID M. BOTSFORD, MRS. SAMUEL LEMLER, 

LOUIS DAVIS, MRS. LEONARD C. DILL, JR., 

JOSEPH SCHLAGMAN, NATALIE K. WIGLER, 

ANN LOUISE DIAMOND, SAMUEL CHARDAVOYNE, 
WILLIAM M. JONES, MR. 8c MRS. H. DIENMAN, 
MILTON HART, MARY LEVIN, FRANCES DAVIS, 

E. JULIAN DAVIS, ROBERT LEMLICH, ARTHUR 
FRISCH, MARIAN S. MITCHELL, VINCENTE J. 
BONNARD, HAROLD M. WHITE and MARGARET C. 

WHITE, MORRIS BERNSTEIN, WAITER L. EATON, 
ERNEST G. ANGEVINE, ABRAHAM PERCHICK, 

COMMITTEE FOR THE ESTATE OF MAX SCHNIDER, 
an Incompetent, FRANCIS H. SHOOBE, and 
ALBERT A. ARDITTI, GERTRUDE McNAUGHT, 

MRS. J. H. STEIN, JOAN S. BERMAN, 

J. DAVID STEIN, SARAH E. MORITZ, VIRGINIA 
W. STAUB, LOUIS BERGLAS, DR. JACK DIENER, 
DENNIS J. FINN, BERTHA J. WINER, JOANNE W. 

FINN and S. EDWARD MITTIER, for and in 
behalf of themselves and for all other 
holders of THE BOEING COMPANY 4-1/2^ 
Convertible Subordinated Debentures, due 
July 1, 1980 ’<'ho are similarly situated. 

Plaintiffs, 

-against- 

THE BOEING COMPANY (formerly BOEING AIRPLANE 
COMPANY), THE CHASE MANHATTAN BANK, 

CLAIRMONT L. EGTVEDT, WILLIAM M. ALLEN, 

EDWARD C. WELLS, JAMES E. PRINCE, LOWELL P. 
MICKELWAIT, W. L. CAMPBELL, ARTEMUS L. 

GATES, CRAWFORD H. GREENWALT, WILLIAM G. 

REED, D. E. SKINNER, THOMAS R. WILCOX, 

JOHN 0. YEASTING and GEORGE H. WEYERHAEUSER, 

Defend euits . 
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Notice of Appeal In Behalf of Van Gemert. Henning, Houchins, 

4 u ^Pearltnan and Charlott 

Notice is hereby given that plaintiffs William R. 

Van Oemert, Albert A. Henning, Edward E. Houchins, Nathan 
Pearlman and Elias A. Charlott, for and in behalf of themselves 
and for all other holders of The Boeing Company Convertible! 

I 

Subordinated Debentures due July 1, 1980 who are similarly | 

situated, hereby appeal to the United States Court of Appeals 
for the Second Circuit from the final Judgment, entered In this j 
action on November 30, 1973, and from the Order directing the 
entry of such Judgment, entered In this action on November 29, i 

1973 . j 

The names of the parties to the Judgment, and the i 

I 

names and addresses of their respective attorneys of record, ' 

are as follows: i 


Parties 

Defendants The Boeing Company 
and Thomas R . Wilcox 


Attorneys cf Record 


Defendants The Boeing Company Davis Polk & Wardwell 

and Thomas R , Wilcox One Chase Manhattan Plaza 

New York, New York 10005 

Holman, Marion, Perkins, 
Cole & Stone 
1900 Washington Building 
Seattle, Washington 98IOI 

Defendant The Chase Manhattan Bank Dewey, Ballanfclne, Bushby, 

Palmer & Wood 
140 Broadway 

New York, New York IOOO5 

Committee for the Plaintiffs Kass, Ooodklnd, Wechsler 

& Oersteln 
122 East 42nd Street 
New York, New York IOOI7 

Nathan, Mannhelmer, Asche, 
Winer & Friedman 
295 Madison Avenue 
New York, New York IOOI7 

Irving Stelnman, Esq, 

11 park Place 

New York, New York IOOI7 

Plaintiff s-Appellants Kass, Goodklnd, Wechsler 

& Oersteln 
122 East 42nd Street 
New York. New York 10017 


Plaintiff s-Appe Hants 


Notice of Appeal In Behalf of Van Gemert, Henning, Houchins, 

Pearlman and Charlott 
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Parties 

Plaintiffs Bertha J. Winer and 
Joanne W. Finn 


Plaintiff Dennis J. Finn 


Plaintiff Louis Berglas 


Plaintiff Marian S. Mitchell 


Plaintiff Dr. Jack Diener 


Plaintiffs Gertrude McNaught, 
Mrs. J. H. Stein, Joan S. 
Berman, j. David Stein, 
Sarah E. Moritz and 
Virginia W. Staub 

Plaintiff S. Edward Mittler 


Plaintiff Hanna Adler Hale 


Plaintiff Henry J. Hoff 


Attorneys of Record 


Plaintiffs Harold M. White, 
Margaret C. White, 

Morris Bernstein, Walter L. 
Eaton, Ernest G. Angevine, 
Abraham Perchick, Committee 
for the Estate of Max Schneider, 
Francis H. Shoobe and 
Albert A. Arditti 

Plaintiff Arthur Frisch 


Nathan, Mannhciraer, Asche, | 
Winer 4 Friedman ' 

295 Madison Avenue ‘ 

New York, New York IOOI7 , 

Krystow, Proby, Gay & i 

Snowden 

602 City National Bank Bldg. 
Miami, Florida 33130 

j 

Irving Steinman, Esq. ' 

11 Park Place 

New York, New York 1000 ? \ 

McClintock, Fulton, Donovan 1 
& Waterman t 

2150 Guardian Building ! 

Detroit, Michigan 48226 i 

Danzansky & Dickey | 

1120 Connecticut Avenue N.W.! 
V/ashington, D.C. 20036 > 

Elson, Lassers & Wolff 
11 South LaSalle Street 
Chicago, Illinois j 


Freedman Borowsky & Lorry ' 
Lafayette Building 
Chestnut Street at Fifth 
Philadelphia, Pa. I9106 

Henry S. Hale, Esq. 

35 Cornell Drive 
Great Nack, New York 

Arent, Fox, Kintner, 

Plotkin & Kahn 
100 Federal Bar Bldg. 

1815 H Street ! 

Washington, D.C. ' 

Epstein, Sachnoff & Schrager^ 
105 West Adams Street . 

Chicago, Illinois 60603 ' 


Abraham Lillienthal, Esq. 
271 Madison Avenue 
New York, New York 


i 
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Notice of Appeal In Behalf of Van Gemert, Henning, Houchlns, 

Pearlman and Charlott 

December 26, 1973 


KASS, OOODKIND, WECHSLER & QERSTEIN ; 

t 

■ B y ^ ; 

A Member of the Firm i 

Attorneys for Plaintiffs -Appellants ! 

122 East 42nd Street { 

New York. New York 10017 

(212 ) 867-^70 j 

j 

I 


I 

I 


I 

i 


I 

i 1 



NOTICE OF APPEAL IN VAN GEMERT UNCONSOLIDATED ACTION 

UNITED STATES DISTRICT COURT (PMed December 28, 1973) 
SOUTHERN DISTRICT OP NEW YORK 


859a 


WILLIAM R. VAN GEMERT, ALBERT A. 
HENNING, EDWARD E. HOUCHINS, NATHAN 
PEARLMAN and ELIAS A. CHARI OTT, for 
and In behalf of ■themselves and for 
all other holders of THE BOEING 
COMPANY 4-1/2^ Convertible Subor- 
dinated Debentures due July 1. iQftO 
who are similarly situated, * 


Plaintiffs, 


V. 


the BOEING COMPANY (formerly 
BOEING AIRPLANE COMPANY), THE CHASE 
MANHATTAN BANK, CLAIRMONT L. EGTVEDT 
WILLIAM M. ALLEN, EDWARD C. WELLS * 
JAMES E. PRINCE, LOWELL T. MICKELWAIT, 
W. L. CAMPBELL, ARTEMUS L. GATES. 
CRAWFORD H. GREENWALT, WILLIAM G 
reed, D. E. skinner, THOMAS R. 

Ji^^OX, JOHN 0. YEASTING and GEORGE H. 
WEYERHAUSER, ^ n. 


66 Civ. 1820 
NOTICE OF APPEAL 


Defendants . 


I ' 

Notice is hereby given that the plaintiffs above 
named, for and in behalf of themselves and for all other holders 
of The Boeing Company 4-1/2^ Convertible Subordinated Debentures 
|, due July 1, 1980 , who are similarly situated, hereby appeal 
^ to the United States Court of Appeals for the Second Circuit 
: from the final Judgment, entered in this action on November 30 , 
1973 , and the Order directing the entry of such Judgment, 
entered in this action on November 29 , 1973 . 


The names of the parties to the Judgment, and the 
names and addresses of their respective attorneys of record, 
are as follows : 


t 


li 
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PARTIES 

Defendants The Boeing Company 
and Thomas R. Wilcox 


Defendant The Chase Manhattan 
Bank 


Plaintiffs above named 


! December 24, 1973 


I! 

li 

ii 


ATTORNEYS OF RECORD 

Davis Polk & Wardwell 
One Chase Manhattan Plaza 
New York, New York 10005 


Dewey, Ballantine, Bushby, 
Palmer & Wood 
140 Broadway 

New York, New York 10005 

Kass, Ooodkind, Wechsler 
& Gerstein 

122 East 42nd Street 
New York, New York 10017 


KASS, GOODKIND, WECHSLER & GERSTEIN 


By ; ! f 

A Member or the Firm 
Attorneys for Plaintiffs 
122 East 42nd Street 
New York, New York 10017 

(212) 867-8570 


I 


f 


NOTICE OF APPEAL FILED BY NATHAN, MANNHEIHER, ASCHE 
WINER A FRIEOHAN (FlUd 0«c«mb«r 28, 1973) 

CTATw'S OJSTr.JCT COURT 

district of uew ycrk 

r. csmert, «t ai, , 

Plaintiffs, I 66 Civ. 1820 


-aiiCin t* 


;i::a cci^j>A:iY, 


I N01 




Oafandant. 


»otlca Is hereby given that plaintiffs JCATC::: w, 

Fi.;::, j..:x o;2;::r, william r. van gemert, alcert a. 

c, hOJCtiJICS, lUTMAN PEARUIXI^ end ELIAS A. CKARIC77, 
• ••..viced ty end In behalf of end for the benefit of all 
oihar .T.avitr4 of the class, na;u1y, holders of TKE L0EI.\S 
4 1/2% Convertible Subordinated Debentures due 
...y ., l9v.D, hereby appeal to tho United Stotes Court of 
'•.•/oca'.a for tha Second Circuit from the final Judgfsant 
wtaraJ In this cctlon on ilovcober 30, 1973. 


:ad: JIcw York, Lew York 
0cccs-.bor 2S, 1973. 


NATrlAIJ, KL'lLHEir^TR, ASCK:, 
A FRICu.-U:i^ / 

Cyt_ 

** ^u:.»aer of tho rira 
' 230 Park Avenue 
Lew York, tlcM York 10017 
Telt (212) 683-1771 




OANZALSICY, DICKEY, T'.'JILCS, 
Q'JI.4T A GCRDGL 

« • »C« V t 4 # 0 T OV »*•*•*! 

1120 Connecticut Ave.v: 
V-'ashlngton, 0. C. 2C0>6 
Telt (202) 331-8700 

KASS, GC00Klf:O, V/ECSSLr.T 
^ GLt^TZIN 

By I ^ ^ 

^ r« 0 «<MwC:^ wi ^s»w r s I'ti) 

122 East 42nd Street 
«ew York, Lr.# Yo.-k iCOi? 
Tall (212) 867-3570 


^ \ 


Notice of Appeal Filed by Nathan, Mannhelmer, Atche 
Winer A Friedman COMMITTEE FOR PUINTIFFSj 
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NATHAN, KANNHEIMER, ASCHE, 
Wl^ fr FRIEOFAN y 

B V : 

A Member tho Finn 
230 Park Avenue 
New York, New York 10017 
Telt (212) 683-1771 

KASS, GOOOKINO, WECHSLER 
A GERSTEIN 

Bvt i'VlA-Ul't/ 'V-U^ 

A kember of tnj Firm 
122 East 42nd Street 
New York, New York 10017 
Tell (212) 867-8570 

IRVING ;STE INMAN, ESQ. 




n f^ark place 

New York, New York 10007 
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CLERK OF THE UNITED STATES DISTRICT COURT 
FOR TAZ SOUTHERN DISTRICT OF NEW YORK 

DAVIS POLK & WARDWELL, ESQ$. 

Attorneys for Defendant, 

THE DOE INC COMPANY 

One Chaso Manhattan Plaza 

New York, New York 10005 


i 


>! ' A 


202 AifiA «f PetaMNal Rafvira M PapOT* 
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LUT* AFPf.I.I.ATP MPW 


UNITED STATES COURT OF APPEALS;SECOND CIRCUIT 


Indtg N», 


WILIJAM R. VAN GEMERT, et al, 


Plaintiff s-Appellants , 



againMt 


•t Ptramnal S*rv\rt 


THE BOEING COMPANY, et al, 


Defendants- Ai^llees . 


STATE or NEW YORE, COUNTY OF NEW YORK 




I, Victor Or tegi. It tn^ duly nuom, 

dt^ttt ««|r* tktt deptntni it a«l • t» tkt metltn, i« **«r tt yttrt •/ agt »nd fetidtt al 

1027 Avenue St. John, Bronx, New York 
That an tkt ^ day af September at * 


dapanaat ttrttJ tk* aantatd 




upon 


tkt in tkit action ky datiotHny a ttut copy tkt -tof to imd tndiridual 

pertonatty. Dtponont kntto tkt potton to ttrotd to ht tkt ptrton oktntiontd tad dttenbrd in »atd 
pwpoft at tkt Attorney (s) ktrtin, 



* Nathan, Manheim & Ashe-Attomeys for tlie App.;iilee8- 230 Ite*k Ave., New York 

Davis, Polk & Wardwell- Attorneys for the Appellees- 1 Chase Manhattan Plaza, New York 
Danzansky, Dickey A lydings- Attorneys for the Appellees- 230 Park Ave., New York. 


